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Survey and Forecast 
of the UTILITIES % 


By Owen Ely and 
James M. Gordon 





In a bomber a GUNNER uses a new 
gunsight lamp that permits him to aim 
directly into the sun — blasting enemy plane 
that otherwise would be invulnerable 
because of the blinding glare. 


... the name on the GUNSIGHT LAMP is Westinghouse. 





In an Army arsenal a BALLISTICS 


EXPERT photographs projectiles, smashing 


through armor plate, with an x-ray tube that 


takes a picture in 1/1,000,000th of a second. 


...the name on the X-RAY TUBE is Vestinghouse. 
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On a railroad an ENGINEER gets - 
smoother operation — and 25% more power 
— from his steam locomotive because of a } 
; ? ° : | 
revolutionary new steam turbine drive. 
\ 
... the name on the TURBINE DRIT'E is Viestinghouse. 
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On a carrier a PLANE DIRECTOR uses 
; : TI 
a new kind of elevator to hoist planes on “ 
deck faster — keeping the deck cleared and At 
getting fighters into the air quicker. Got 
Vic 
reli 
...the name on the ELEVATOR is Vestinghouse. pie 
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Me: 
TODAY — Westinghouse skill in research and engineering ™ 
is constantly at work, developing new and better war ma- full 
terials for final Victory. P 
Lon 


Westinghouse 


PLANTS IN 25 CITIES OFFICES EVERYWHERE 


Tune in: JOHN CUARLES THOMAS—Sunday 2:30 pm, EWT, NBC 


TOMORROW — This same research and engineering skill 
will mean more dependable, more efficient industrial equip- 
ment and appliances for the home. 
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OWER 


For War and 


For Peace 


With the surrender of Ger- 
many, the power of American 
industry has a new focus—tar- 
get Tokyo. Electricity’s con- 
tribution to the war effort con- 
tinues to be tremendously 
important to the millions of 
men who now carry the war to 
the last of the Axis’ partners. 

With sober realization of 
the big job still to be done, we 
pledge our unflagging effort to 
produce the equipment for 
war so that the final victory 
may be achieved and those 
millions of men may return to 
make a new world. 

The companies comprising 
the American Gas and Elec- 
tric Company system have met 
every wartime demand made 
upon them. They were pre- 
pared for war production and 
they are prepared for peace— 
prepared with plentiful low- 
priced electric power to serve 
new industries and create new 
oportunities. Electric power 
means production in peace as 
in war and production means 
jobs for the men who return 
after unconditional surrender 
has been imposed on Japan. 


American Gas and 
Electric Service 
Corporation 


Principal Affiliates 


Atlantic City Electric Company 
Appalachian Electric Power Company 
Indiana & Michigan Electric Company 
Kentucky and West Virginia Power 
Company, Inc. 

Kingsport Utilities, Incorporated 

The Ohio Power Company 

The Scranton Electric Company 
Wheeling Electric Company 
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Loox over the faces in the ad- 
vertisement above. Typical, 
hard-working Americans. They 
represent several million similar 
stockholders in America’s busi- 
ness-managed electric light and 
power companies. 


They give eloquent answer to 
the worn-out wheeze that all such 
companies are owned by a few 
rich men! 


F. F. Smythe, Toot Crib Foreman, 





Wichito, Kons. 


They come from all over the 
or indirectly, they ure business 

Directly, if you own stock i 
as these nine people do. They + 
million shareholders in America’s } 










Indirectly. if vou have 
like 67,000,050 other Ameri 
a premium, the money is im 


4 Sav ings aur 


ta 

Banks and insurance com 
put a lot of it into light and 
panies have proved their sou 

Se the electric industry is Ve : i 
in America. You and almost every other adult Ameri 
in it. And whatever helps the industry helps you 
@ Hear NELSON EDDY i 


brcheatra, NOW every Sunday afterne RWT, CES Network 


trie companies 


life insurance policy, 





hy OW ned industry 


an are partners 


“THE ELECTRIC HOUR,” x Rebert Armbrust 






















167 ELECTRIC LIGHT AND POWER COMPANIES 


SELF-SUPPORTING, TAX-PAYING BUSINESSES 


* Names on request from this mogesine 


Readers of national magazines 
will see this advertisement dur- 
ing June. It is another in the co- 
operative series reporting the 
record—past and present—of 
America’s tax-paying, self-sup- 
porting electric companies. 

Other advertisements appear 
regularly in farm publications 
and newspapers. And back of all 
this is the popular radio program 


—‘The Electric Hour,” featuring 
Nelson Eddy —every Sunday af- 
ternoon (4:30, EWT) over CBS. 


Follow this broad advertising 
program closely. Urge your 
friends to do likewise. The busi- 
ness-managed electric companies 
represent the American system 
of doing business. You, as an in- 
vestor, have a personal stake in 
that system. 


167 ELECTRIC LIGHT AND POWER COMPANIES 


SELF-SUPPORTING, 


* Names on request from this magazine. 
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C. G. Wycxorr, Publisher 


CABINET CHANGES .. . With the latest Cabinet 
changes, President Truman appears to have em- 
barked upon a trend toward restoration of the tra- 
ditional administrative functions of the Cabinet. 
Additionally, the new tendency seems to be in the 
direction of consolidation of Government activities 
in the broad fields of Agriculture and Labor. 

To some, the President’s renovation of his official 
family is significant in terms of the westward shift 
of political power. The West is now represented in 
major Cabinet posts and the predominance which 
the East held is increasingly diminishing. Texas, 
New Mexico and Washington gained seats, replacing 
those vacated by a Pennsylvanian, an Indianan and 
a New Yorker respectively in the Justice, Agricul- 
ture and Labor posts. The trend is bound to hold 
long-range significance in the shaping of important 
political and economic decisions facing the Admin- 
istration in the months to come. 

To others, the new appointments are chiefly note- 
worthy in terms of their political direction or rather, 
the lack of a change of direction. Certainly they 
cannot be interpreted as a move to the right. If 
anything, they seem to confirm that emphasis in 
the Administration remains slightly “left of center”. 

The choices made bespeak considerable political 
astuteness, especially in the case of the nomination 
of Representative Anderson as Secretary of Agri- 
culture. Anderson as chairman of the House Food 





E. A. Krauss, Managing Editor 
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SIneéss 


The Trend of Events 


Investigating Committee did an excellent job and 
now will be made responsible for the tangled food 
situation. He will not only become Secretary of Agri- 
culture but also take over Marvin Jones’ activities 
as War Food Administrator. This in effect marks 
the first step toward creation of a single food ad- 
ministration, long and strongly advocated by Con- 
gress and the food industry. 

Appointment of Federal Judge Schwellenbach to 
succeed Secretary of Labor Frarices Perkins prob- 
ably foreshadows an early consolidation of many 
of the now independent agencies dealing with labor 
problems into a strong labor department. With labor 
problems during the transitional period bound to 
move strongly into the limelight, the choice of the 
new Secretary of Labor is particularly notable. 
Judge Schwellenbach has long been identified with 
liberal ideas on labor policies. Both he and his record 
are eminently acceptable to organized labor. His 
record as Senator, his well known views and the 
character of support he has obtained for his new 
post combine to mark him as an ardent New Dealer 
who will champion Rooseveltian policies of vigorous 
labor organization and high wage levels. 

Without question, he has a job cut out for him- 
self, for the Capital expects considerable labor tur- 
moil in the next few months in the wake of recon- 
version moves, and pressure for higher pay will be 
enormous. As it now looks, this pressure will be met 
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with concessions if only to prevent strikes tieing 
up new civilian goods production when labor loses 
overtime pay. 


Tom C. Clark, nominee for Attorney General, is 
a well-known Texas lawyer, able and politically in- 
fluential. In his political and economic views he is 
considered a “Southern conservative”, hence he is 
likely to be a somewhat more cautious “trust buster” 
than his predecessor. Yet it would be wrong to 
assume that his appointment presages any reversal 
of the Administration’s policy in antitrust matters. 
President Truman, throughout his chairmanship of 
the Senate War Investigating Committee, put him- 
self repeatedly on record as in favor of an aggressive 
anti-monopoly drive. It is hardly likely that he has 
experienced a change of mind but less dramatic 
tactics may henceforth be used in carrying out the 
Administration policy. 


THE 1.C.C. FREIGHT RATE DECISION ... has been 
variously called an untimely burden on railroads and 
industries, and a Magna Carta of economic freedom 
—a most important decision in the country’s eco- 
nomic history. It probably is all that. 


The changing of the nation’s freight rate pattern 
at this particular moment unquestionably imposes 
a huge burden of additional work on railroad staffs 
and industrial traffic departments at a time when 
they are ill prepared for it. However, the historic 
“differentials” in class rates have long been a hot 
political issue. Since it was inevitable that sooner or 
later they would have been eliminated, it may be 
all to the good if this source of political irritation 
is finally removed. The decision, it goes without say- 
ing, will be of vital long-range significance in its 
impact on our economic structure since it renders 
“rate making” an indirect instrument in fostering 
and expediting the industrialization of the South 
and West. 


The probable effect of this economic and political 
bombshell will be discussed in a special article in 
our next issue; being evolutionary as well as revo- 
lutionary in portent, we are sure our readers will 
be greatly interested in our analysis of this vital 
move. 


CONSUMER CREDIT... The attitude of the Federal 
Reserve Board toward relaxation of consumer credit 
restrictions seems to be set forth plainly in the 
Board’s current Bulletin, although it must be noted 
that what the Government may actually do is not 
necessarily what members of the Board believe 
should be done. 


The Board apparently would like to have credit 
restrictions retained in full until civilian durable 
goods production is large enough to meet the de- 
mand, and not to add to the demand for scanty 
initial supply by letting down the instalment buying 
bars. The argument is that there will come a time 
when pent-up demand will no longer be adequate 
to support high production schedules, and that it 
would be better to release instalment credit then. 
On the whole, and especially viewed as an anti- 


inflationary measure, this would seem to be sound 


reasoning—at least for the initial transition period | 
—although it may by no means be foolproof. Re- | 


tention of instalment credit restrictions may spur 
the cashing of war bonds, thus not only defeat 


the objective of credit control but confront the f 
Treasury with the problem of meeting large-scale [ 
bond redemptions. Moreover, it would work an in- | 
justice on those with regular incomes but without | 


large cash resources, no doubt a sizable group in 
our population and perhaps a very vocal one. Thus 
it remains to be seen whether the Board’s idea 
will be feasible. 


There is talk that Board members privately favor 
use of flexible consumer credit controls as a perma- 
nent fixture of our postwar economy, releasing 
credit in times of declining business and tightening 
the strings during prosperous periods. Since the 
war, this idea has been frequently advanced by pro- 
ponents of a compensatory economy as one means 
of combating extreme cyclical fluctuations in. busi- 
ness. No doubt such an experiment would enjoy at 
least a partial measure of success—just how much 
is difficult to say. During the transitional period, 
however, in view of the enormous accumulation of 
individual savings, it is doubtful whether any amount 
of credit control can prevent a wild scramble for 
consumer goods. Under the circumstances, firm price 
policies rather than credit restrictions seem to be 
called for to forestall inflationary excesses. 


BRETTON WOODS ADVANCES... Approval of the 
Bretton Woods enabling legislation by an overwhelm- 
ing majority of the House Banking and Currency 
Committee is an important step toward setting up 
the proposed International Monetary Fund, but a 
great deal remains to be done before this effort to 
promote international currency stabilization can ac- 
tually be launched. 


The bipartisan vote in favor of the bill seems to 
make congressional approval practically certain, in 
spite of earlier doubts. It is a reasonable assumption 
that President Truman’s strong support of the 
measure had much to do with the Committee’s vote. 
However, other participating countries have yet to 
ratify the agreements and it may not all be smooth 
sailing. In Britain, for instance, advocates of 4 
managed currency and imperial preference policies 
continue in their opposition because adherence to 
the Bretton Woods agreements would hamper pur- 
suit of their objectives. Elsewhere, too, one fre- 
quently hears the argument that freedom of mone- 
tary action is being surrendered for inadequate 
benefits promised by the International Fund. 


Even at best, ratification of the signatories can 
only be a start toward exchange stabilization. Far 
more is needed than a formal piece of machinery to 
do away with the threat of currency instability. 
Free flow of world trade and political stability—in 
the long run—will be far more important than any 
stabilization mechanism, hence Bretton Woods can 
constitute only a first step on the long and hard 
road toward world monetary stability. 
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MORE THAN ONE WAY TO SKIN A CAT 


¥ ber shattering of Britain’s Coalition Government, 
coincident with the stiffening toward Russian 
demands is very significant in itself. Taken with 
the attack on Browder’s cooperation with capitalism 
by the Moscow-inspired French leader, Jacques 
Duclos, it is clear that world revolution as a strat- 
egic instrument has never been abandoned by the 
Soviet Government. 

In England it becomes a definite bid for the 
nationalization of important industries by a strongly 
organized and militant Labor party—frankly leaning 
heavily to the left. With the elections falling during 
a time suggested for a conference between the Big 
Three, it places Churchill decidedly at a disadvan- 
tage vis-a-vis Stalin, who can claim that until the 
elections are over Churchill cannot be considered as 
representing the will. of Britain. As a result, it is 
quite possible that this vital conference may be 
postponed until after the 


without which there would be no security for Eng- 
land. It can be seen that separated only by a nar- 
row strip of water, the British Islands have become 
so highly vulnerable to modern weapons that Lon- 
don might be impractical as the capital for the 
Empire—a possibility which would bring serious 
repercussions. Moreover, from an economic stand- 
point such a situation would greatly affect the Eng- 
lish economy which has for a long time been de- 
pendent on service functions to a considerable de- 
gree. As can be seen, the loss of this income would 
strike a mortal blow at England which is already 
finding it necessary to seek greatly increased ex- 
port markets in order to maintain and lift the 
standard of living of her people. 

Russia, on the other hand, with her vast re- 
sources, the urgency for rehabilitation and develop- 
ment, is an economic treasure house, vast and 
sprawling over two con- 





elections, which would | 


tinents, whose needs 





gain time for Stalin who 
does not seem to be par- 
ticularly interested in 
getting down to cases at 
the moment. He has too | 
many irons in the fire. | 

The claws of the Rus-_ |) 
sian bear tear sharply at 
her Allies, seeking to in- | 
flict mortal wounds wher-_ |! 
ever she strikes. Through || 
one means or another the || 
Soviet Government is de- || 
termined to checkmate || 
any moves to block her 
expansionist aims that | 
are fast taking on imper- | 
ialistic proportions. Rus- || 
sia is not content to || 
emerge from this war as_ || 
a great power. She wants 
to emerge as the greatest 
power the world has ever 
known, reaching out into 
every corner of the globe. 

To accomplish this 
aim, all of Europe in- 
cluding the British Isles 








“TAKING HIS CHANCES” | 





Williams in The Detroit Free Press 


could supply all of Europe 
with work for thirty to 
: || forty years. Dominating 
the European continent, 
| Russia would control its 
economic machinery and 
be in a position to place 
trade wherever it suited 
her purpose. The trade, 
judging from Russia’s 
behavior, would most 
likely be manipulated to 
further her own aims ;— 
and in view of the Rus- 
sian policy which places 
the interests of the State 
above those of the peo- 
ple, we can expect a most 
ruthless use of this 
nower, and a cracking 
down on countries that 
have incurred Russian 
displeasure. This would 
cause anxiety among the 
countries of South Amer- 
ica, which have for a 
long time been dependent 
on European markets. 
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| 
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must come under Rus- 
sian domination, politically and economically, and 
the struggle between Stalin and Churchill is to pre- 
vent this from happening. Because of this danger, 
Churchill, with all his might, has been working for 
a democratic sphere of influence on the continent 
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How will the Soviet 
Union use this economic power in her dealings with 
the United States? That is a question of major 
interest to us. And it is for that reason, in the ab- 
sence of a certainty in our minds as to what we 
can expect from Rus- (Please turn to page 288) 
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Market Reappraises Outlook 


Though the averages have recorded new highs, the marked emphasis of demand for 

low-price stocks indicates increasing speculative excess. Dividend yields have become 

much less attractive. We doubt that the important interim uncertainties can be much 
longer ignored. Investment caution and close selectivity remain in order. 


5 a eae 


Among responsible analysts who think of the 
stock market largely in terms of investment values, 
there has been a marked increase in caution. Their 
doubts have not been resolved by the recent “break- 
through” of the averages to new highs. If stocks 
are over-priced on reasonably appraised potential- 
ities, further advance makes them that much less 
attractive. It must be noted that market leadership 
recently has shifted increasingly to low-priced spec- 
ulations. 

Pretty much on the opposite side are the “tech- 
nicians”. To them the recent “indications” say the 
trend is up—unless and until it is reversed. Unfor- 
tunately, the technical approach can not forecast 
how far any move will carry; and the reversals de- 
velop with little or no advance notice. Those who 
bought stocks just before the 1929 or 1937 peaks 
were established will derive no comfort from the 
fact that the trend was still upward when they 
bought. 

The hazards of short-term speculation are as 
great as ever; and under present income tax rates 
the possible rewards are less than before. Therefore, 
in considering the question of market prospects, 
sensible people will think in terms of not less than 
six months. From this perspective, the possibility 
of further market advance this summer is less im- 
portant—except for profit-taking purposes—than the 
question of whether the averages are likely to be 
higher or lower than now toward the end of the 
year. Under the workings of the capital gains tax 
the investor has strong inducement to try—difficult 
as it may be—to look ahead a considerable distance. 

We are very doubtful that the market will be 
higher six months, or even three months, hence, 
whatever the apparently favorable technical evi- 
dence of today. True, there is a strong seasonal 
precedent for July-August highs above the May 
closing level, but such market habits are by no 
means infallible. Moreover, in many years this re- 
cord has been preserved by summer advances too 
small in scope to permit profitable investment par- 
ticipation. 

One reason why investment-minded analysts feel 
cautious—or, at best, lukewarm in their bullishness 
—is that the attraction of dividend yields, at present 
prices, has been so greatly reduced. The average 
yield on 50 representative industrial stocks is now 
around 4.10 per cent. This compares with approx- 
imately 4.70 per cent at the start of this year, with 
a high of 4.96 per cent in 1944 and a high of 5.36 
per cent in 1943. 

Now an average yield of 4.10 per cent is still 


MILLER 


fairly liberal, as compared with yields on high grade 
bonds, or even with medium-grade bonds; but the 
spread in favor of common stocks has narrowed very 
considerably. That gives the investor less to go for 
in current return, and forces the bull to base his 
argument more and more on longer-term dividend 
potentialities. 

Moreover, a composite stock yield figure, like a 
market average, conceals more than it reveals. If 
you eliminate from the calculation the high-yield 
stocks—for instance, coppers, steels and aircrafts— 
in which investment confidence is low, the average 
yield would be nowhere near 4.10 per cent. 

To cite some typical examples among prominent 
stocks regarded as having favorable prospects for 
post-war, the yield at this writing is 3 per cent on 
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American Can, American Viscose 3.8, Armstrong 
Cork 2.8, Chrysler 2.6, Continental Can 2.1, du Pont 
3.1, International Harvester 3.2, Libbey-Owens-Ford 
Glass 3.3, Lone Star Cement 3, Montgomery Ward 
3.1, Timken Roller Bearing 3.7, United States Gyp- 
sum 2.2, Westinghouse Electric 2.7, General Mills 
3.1, Goodrich Tire 3.3, Schenley 3.4, General Foods 
3.3, and Union Carbide 3.3. The yields on specu- 
latively popular secondary stocks have been propor- 
tionately reduced. 

This can be answered with the argument that 
post-war will bring lower taxes, active business and 
higher dividends. We think it probably will, but 
such practical questions as when and how much are 
very conjectural. Moreover, before that happens we 
shall have, at best, a period of many months in 
which average earnings will be lower and during 
which aggregate dividends, due to reductions in the 
reconversion industries, will probably show some 
decline. 

War-order contracts are being progressively cut 
back and news of plant lay-offs is already common. 
We are officially told that cancellations will be at 
a rate of $2 billion a month over the next six 
months, and it would be foolish to take that as any- 
thing more than the minimum probability. Declin- 
ing production and employment will be emphatic, 
and visible to all, before autumn. 

Reconversion can not be fast as long as war needs 
must come first. Moreover, such limited production 
of civilian durable goods as develops this year, or 
for a considerable time in 1946, will be on a high- 
cost, profit-squeezed basis. Factors making for sub- 
normal operating margins will be production rates 
below capacity; the inefficiency that goes with newly 
assembled labor forces; the fact that war produc- 
tion in many instances must be continued, freeing 


1945 


JUNE 9, 














h lhl 


only a portion of facilities for somewhat scrambled 
civilian production; higher wage costs, and price 
ceiling under O.P.A. control; and lack of full free- 
dom of choice of materials. Finally, what is netted 
on reconversion goods will be subject to peak war- 
time tax rates for an indefinite time to come. 

In foreign affairs the trend of events is disap- 
pointing, to say the least; and perhaps depressing 
would be a more accurate word. Evidence of closer 
cooperation between this country and the British 
would be hopeful—if it were not so obviously forced 
by the intransigence of Communist Russia and, 
more recently, of the French. The British face an 
early national election, the outcome of which can 
hardly be a matter of indifference to our market, 
since the issue of a Socialized economy figures prom- 
inently in it. That, plus the fact that a Conserva- 
tive victory is not regarded as “in the bag’’, accounts 
for the recent weakening of confidence reflected in 
the London market. 

To sum up, we remain skeptical that the market 
can continue to ignore the interim uncertainties 
ahead—one of the greatest of which is, of course, 
the unpredictable duration of the Japanese war. The 
longer they are ignored, the more vulnerable many 
stocks will become. With speculative tendencies again 
ascendant, more margin curbs will not be unlikely. 
We think it likely that at some point within the 
reconversion period—and probably within a matter 
of relatively few months at most—average stock 
prices will be substantially lower than they are 
today. Speculative holdings should be reappraised 
with a questioning eye. Purchases should be re- 
stricted to special situations offering exceptional 
relative values. A conservative amount of cash 
should continue to be held in reserve. 

—Monday, June 4, 1945. 
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The New Television Set ‘At Home” 


ere the many newfangled concepts arising 
from our war experience are the so-called “back- 
log industries,” meaning industries which due to in- 
terruption of normal output in war-time can antici- 
pate a sizable deferred demand for their products in 
the postwar era. Much has been made of these de- 
mand backlogs, and industries identified with them 
have been decided investment favorites. They still 
are. 


Estimating such backlogs has, for some years now, 
been a favorite pastime of economists, market re- 
searchers and Government agencies; some of the 
figures we have seen were truly impressive, and no 
little open to question. Yet despite the impossibility 
of arriving at really scientific and fairly accurate 
estimates, “backlog talk” is not just wishful think- 
ing. Deferred demand is real and no doubt quite sub- 
stantial, as anyone can testify who is longing for 
the day when he can junk or trade in his “jalopy,” 
replace that worn-out refrigerator or washing ma- 
chine, or that asthmatic old radio. Yes, backlog de- 
mand is real enough. The great puzzle is: What size 
backlog demand? 


It is easy enough to calculate deferred demand on 
some such abstract basis as disposable national in- 
come and past production; it is equally easy to see 
that such or any similar procedure may shoot way 
past the mark. Human buying propensity is shaped 
by too many psychological factors (apart from the 
wherewithal to pay) to render any such method 
foolproof. And since psychological factors, quite 
apart from economic imponderables that may ulti- 
mately enter the picture, cannot be gauged in ad- 
vance, we find ourselves somewhat at a loss when 
attempting to estimate demand backlogs. 


No doubt realizing the shortcomings attendant to 
any method that attempts to measure total deferred 
demand, the Office of Civilian Requirements has hit 
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upon a procedure that probably has more claim to 
validity than most estimates of postwar consumer 
goods markets. Its survey is designed to cull out 
doubtful purchasers and therefore reports only those 
who would immediately buy if goods were freely 
available. It asks point-blank: Would you buy such 
and such a product right away if you could get it? 
The results of this survey, based on a good-sized 
sample projected for the entire nation, are shown in 
the appended table and probably present a fair 
measure of the maximum immediate demand. Imme- 
diate effective demand may be somewhat less but 
over a year’s time (only then will consumer goods 
become available in volume) demand may be con- 
siderably greater. The survey incidentally takes no 
account of institutional or export demands. 


Coinciding with the start of real reconversion, 
this survey of householders’ needs is of more than 
casual interest to business. The latter will be heart- 
ened by the findings that “immediate” demand for 
six appliances — radios, washing machines, refrig- 
erators, sewing machines, vacuum cleaners and elec- 
tric irons — has increased enormously in the past 
year, percentage gains ranging from 20% to 100%. 
In four of these categories, demand is topping five 
million units each. In most instances, it is greater 
than total production (including that for export and 
institutional use) in any prewar year. In every in- 
stance, it greatly exceeds estimated output during 
the first reconversion year. In the case of radios, 
demand has almost doubled in the past twelve 
months; the same applies to vacuum cleaners and 
refrigerators. The immediate demand for automo- 
biles, based on an independent estimate, has risen to 
5,550,000 cars. That many, it is reported, are re- 
quired now merely to meet essential needs. The 
number is equivalent to almost a full year’s produc- 
tion at capacity rates. 
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Based on the ratios of estimated immediate de- 
mand to 1941 production, the following industries 
from the standpoint of time needed to work off the 
backlogs would be in best position, that is, would be 
assured of orders for a considerable period ahead: 
Makers of sewing machines, vacuum cleaners, wash- 
ing machines and—in lesser degree—refrigerators. 
Immediate demand for radios could be met in rela- 
tively short order, and that for electric irons is 
barely equal to one year’s production at the 1941 
rate. 

Immediate prospects for radios require some quali- 
fications, however; radio manufacturers, we under- 
stand, sharply disagree with the findings of the OCR 
and individual trade estimates of immediate demand 
range anywhere from 5,000,000 to 25,000,000 sets. 
The OCR estimate excludes automobile radios of 
which more than 4,000,000 were included in the 1941 
production figure; the estimate of immediate demand 
therefore is still only about half of peak year pro- 
duction of household types for domestic use. OCR 
thinks that consumers’ expectation of postwar im- 
provements such as television and frequency modu- 
lation — admittedly slow to materialize on a large 
scale — may tend to restrict the immediate market 
for radios. Conversely, however, longer range de- 
mand then would be bound to hold up better than in 
the case of many other consumer durables, once 
radios containing these improvements become avail- 
able. 

Against quick satisfaction of the immediate poten- 
tials outlined in the foregoing stands the fact that 
production of these goods is likely to be slow in get- 
ting underway. Don’t expect too much too fast, is 
the official and unofficial warning. All that the WPB 
so far has done was to remove limitations on quanti- 
ties to be made, or on kind and quantity of materials 
to be used. But the materials must still be found 
without priority assistance; few will be available be- 
fore July 1 when steel, copper and aluminum are 
freed from allocation. It will probably be September 
or October before they begin to get more plentiful. 
Steel in particular is a question mark in the automo- 
bile industry, that is steel over and above military 
needs that can be made available for automobile 
production. 

As it now stands, the automobile industry has 
been told that 214,678 cars could be built in the third 
and fourth quarters of this year; about 600,000 by 
April 1946 and 2,146,756 cars altogether in the first 
year of resumed production, starting with July 1, 
1945. Steel allotments may be raised, as time goes 








Wanted at Once: Household Appliances 
and Automobiles 


(According to a survey of immediate demand backlogs) 
Immediate Demand Production 








April 1944 April 1945 1941 
Household refrigerators ....... 3,827,000 5,852,000 3,500,000 
Sewing machines ... . 2,323,000 3,4 ,000 806,000 
Vacuum cleamers ecco 2,390,000 45 7° 2,117,850 
Radios 2,682,000 5,0c 13,700,000 
Rieenreritone: 22s 4,019,000 5,195,000 5,585,000 
Washing machines. ..... cue 4,262,000 5,835,000 2,014,435 
AW OGT | or ee erent samira 5,500,000 4,838,000 





Source: Office of Civilian Resuirements. *Independent estimate. 
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on, beyond presently contemplated limits but mean- 
while, scheduled production will take care of only a 
small part of accumulated demand. In short, steel 
far more than textiles, lead, tin and certain other 
scarce materials is the limiting factor on automobile 
production. 

Elsewhere it is a factor too. It will delay larger 
scale resumption of manufacture of refrigerators 
and washing machines, for instance; in fact the steel 
outlook at the moment is such that earlier predic- 
tions of civilian goods production in 1945 may well 
have been overoptimistic. The tight rein held over 
the steel supply is somewhat of a joker in the “re- 
conversion generosity” that recently appears to have | 
emanated from the WPB. Makers of washing ma- 
chines, for example, are all set to go but will be 
allowed manufacture of only 700,000 in the last half 
of this year, that is 350,000 units in each, the third 
and fourth quarter. This will not eat a big hole into 
deferred demand, estimated at nearly six million 
units. If adequate materials were available, they 
could produce over 1,500,000 units during the second 
half of this year alone. 

The lag in reconversion, from whatever cause, is 
naturally not without financial implications, and only 
recently, the WPB has provided the first specific 
statistical reply to the oft-repeated query: How long 
will reconversion take? The reply is based upon dis- 
cussions that have been held with representatives of 
72 manufacturing industries. The result of these 
talks is presented in the accompanying table listing 
a large number of durable goods industries, their 
current, break-even and all-out production per quar- 
ter year and the time it will take to achieve the 
latter two. 

The data show that over the nearer term at least, 
demand backlogs have no particular meaning from 
the standpoint of operations, and also that the time 
required by some of the industries listed to recon- 
vert to full production may prove longer than widely 
anticipated heretofore. Naturally the figures pre- 
sented are composites applying to industries rather 
than individual companies; they will vary from plant 
to plant just as they vary from industry to industry. 

According to this compilation, it is now estimated 
that it will take the automobile industry eight 
months just to reach the break-even point in civilian 
output; the time for full reconversion to capacity 
output is placed at fifteen months. Equally surpris- 
ing is the estimate that twelve months will be needed 
for full reconversion by the makers of refrigerators. 
Just to reach the break-even point in this industry 
may take six months. Manufacturers of sewing ma- 
chines can begin to make money after six months 
but require another three months to reach capacity 
output. The list speaks for itself. 

Reconversion will impose substantial operating 
losses where a number of months will elapse before 
break-even production rates are attained, though 
price relief could reduce such losses to some extent. 
Such losses, where they occur, are apart from sums 
that will be tied up in new equipment, restocking of 
inventories, etc. Companies that will continue work 
on certain war orders while reconverting some of 
their facilities will suffer the least financial strain, 
since profits from war work may at least partially 
if not fully offset losses on incipient civilian opera- 
tions. 


233 































































































The compilation further shows that 
few industries, even at capacity ‘ ‘ 
peace-time production, can maintain A Study of Reconversion Potentials 
or approach their present big war- in Durable Goods Industries 
time dollar volume. Again take the Serer lila 
automobile industry which is now stintinom ii: bee tne 
i . . Break-E ion* _ Capacit ion* 
Pp roducing at the quarterly rate of INDUSTRY Current Prod. Rate of Prod. Tima tor gale of Pend. Tone ter 
$2,152 million. While it can break per Quarter per Quarter Break-Even per Quarter “All Out" 
even on a volume of only $620 million, |} passenger automobil $2,152,500 $620,500 8 $1,127,400 1s 
projected peace-time capacity opera- apprences. a B4 BS 4 : au : 
tions are $1,127 million or only a little Bicycles ——_ a Iz 5.271 2 10,255 5 
: t . jeweled. aan ' ' ' 
more than half of current production. Stocks and watches, sonfowied. as 9717 7 12,008 7 
Similarly, the grand total for all 72 Fans, electric 17,000 1,720 3 2.900 ‘ 
industries which are the center of re- Furniture, metal, household ___ 28,000 4'950 2 15,000 2 
conversion plans shows a current || furniture, metal, office — Pe : Pf ; 
quarterly production of $3,561 mil- Laundry equipment, domestic. a 14,800 3, 52,000 3y 
. . > 2 awn mowers, han an ower. A " ’ 
lion, dwarfing the anticipated all-out |} photographic equipment © 45,000 21.795 O° 31,450 al 
peace-time output of $2,507 million ; sane electric, domestic _ 5400 H 11000 ; 
break-even production would be Refrigerators, domestic, mechanical. 141,225 30,589 6 93.251 12 
$1,318 million or roughly half of cur- || V2cin?, ticaners’ Gomestic—CiSnSi(iti«i OCS 0 
, Beverage machin and ipment_ 9,500 6,000 7 12,000 9 
boom conditions, then, these indus- erie oe oe Ge te fe 
’ ’ = as iron oilers. i r 0 A 
tries face virtually a 50% deflation || Gait iron radiators___________ 7.500 td 4 5,000 : 
A d ware. 4,000 40,000 2 55,000 3 
from current war-time volume. Comm ‘cooking equip. no electric. 2,500 2,800 2 4,000 3 
mm'l di i as E i 2 ,600 2 
However, there are notable excep- Domestic cooking & heating stoves. #3'000 42,200 2 63,300 5 
} i ectric wa a eee ¥ g i 
tions, and since demand aspects can te oot gt. one re gna 30,000 5,000 2 25,000 2 
be ignored because of existing huge Heating controls & heating specialties $0,000 10,800 0 18,000 3 
backlogs in virtually all these fields, || Machanical stokers ————_ 9,200 000 i000 
j j i Plumbing fix., fitti & tri 
they deserve special consideration, oe 10,500 9.780 . 20,000 , 
not the least from the investor stand- Range boilers & hot water stor. tanks 3,139 3,140 0 5,235 0 
point. The wood furniture industry || “porcelain plumbing fixtures. 17,500 8,750 0 17,500 0 
for instance could raise current quar-_ || Warm air furnaces 52,500 9,000 0 15,000 1 
s pth Water heaters, coal & wood aac 563 0 938 t) 
terly production from $200 million to Printing trades machinery. 63,070 24,165 6 39,100 8 
$250 million at capacity rates. Even || (nay ‘cauiement 10:800 8400 3 10'800 3 
more outstanding is the cast iron count veggammand 81725 32,000 = 52,500 3 
sanitary enameled ware industry : ” 
whose er quarterly output of $4 Source: War Production Board. *No. of months required. 
million could hit a capacity rate of 








$55 million after only three months, 
and a break-even volume of $40 million after two 
months. 

Another industry which can look forward to a rise 
from restricted war-time output is the commercial 
and industrial refrigeration and air conditioning 
equipment industry which could go from current 
quarterly output of $58.7 million to $65 million. The 
typewriter industry could go from $17.5 million to 
$30 million; the bedding industry’s volume might 
soar from $25 million to $62.5 million quarterly. 

On basis of the tabulated volume potentials, pros- 
pects of the following additional industries point to 
fairly well maintained or higher postwar output: 
Small electrical appliances, clocks and watches, flat- 
ware, metal furniture, pianos, beverage machinery, 
commercial cooking equipment, electric water heat- 
ers, oil burners, vitreous china ware and laundry 
equipment (commercial). 

On the other hand, substantial cuts are foreshad- 
owed in the dollar volume of output for an important 
group of companies making the major electrical con- 
sumer goods, a group where war orders over the past 
few years have skyrocketed production. Firms nor- 
mally making vacuum cleaners are now doing a 
quarterly business of $52 million; their capacity 
peace-time business is estimated at $12 million and 
their break-even rate at $8 million per quarter. Cor- 
responding figures for makers of electric fans are 
$17 million, $2.9 million and $1.7 million respec- 


234 


tively. For domestic mechanical refrigerator makers 
they are $141 million, $93 million and $30 million 
respectively. Additional sharp drops, as reference to 
the statistical table will show, are envisaged for 
washing machine makers (laundry equipment, do- 
mestic) and others. 


The impact on profits of the volume changes pro- 
jected in the WPB study is difficult to measure. 
Most likely, production efficiency will improve as 
manufacturers shift from war-time products back to 
regular output, thus greater efficiency conceivably 
can offset, profitwise, at least part of the volume de- 
cline. Additionally, there is the tax cushion, and the 
prospect of lower postwar taxes generally. The “dark 
horse” in the profit outlook are prices, and on basis 
on tentative repricing policies so far officially an- 
nounced, the prospect points to narrower than pre- 
war margins in a good many industries. OPA’s re- 
conversion program is designed to hold manufactur- 
ers to 1942 price levels, though leaving plenty of 
room for exceptions especially in the case of smaller 
manufacturers. If it is found that any given industry 
cannot do business at 1942 prices, OPA’s reconver- 
sion formula comes into the picture, designed to 
compensate manufacturers for some war-time cost 
increases but to hold them to prewar profit margins. 

Again referring the reader to the appended tabu- 
lation, we should like to call attention to the inter- 
esting relationship be- (Please turn to page 283) 


THE MAGAZINE OF WALL STREET 





















mo ae ON eS oe 


eS eo ee ee Ue 








VENTURE 


CAPITAL 


In An Age of Opportunity: 


By HENRY L. 


eee taking has always been an indispensable 
factor in private enterprise and as the past has 
proved, without risk there can be no progress. Glanc- 
ing back over the decades and centuries, we find 
that the epochs characterized by risk taking were 
the most progressive while the periods in which the 
people clutched at security stood still or stagnated. 

In our own country, particularly, every step in 
our forward march was marked by “venturing.” 
This spirit dominated the pioneers who converted 
the wilderness into a mighty industrial empire in 
a comparatively short time. True, technological 
progress has been attended by great risks and a 
high mortality rate of business enterprise. But from 
the willingness to take risks, society has drawn 
enormous benefits. It has benefited from the ma- 
chines that have lifted the burdens from the backs 
of workers, that have brought forth an abundance 
and variety of products, that at the same time made 
possible increased leisure to enjoy the fruits of labor. 
The constant scrapping of the old for the new, char- 
acteristic of American industry, has paved the way 
for more and better goods at less cost and made the 
American standard of living the world’s highest. 
Without risk taking, this would not have been 
possible. 

Today we are on the threshold of another period 
of vigorous expansion based on war-time techno- 
logical progress, a period moreover of development 
and rehabilitation following one of the world’s worst 
cataclysms. It opens up broad vistas for private 
enterprise, requiring tremendous capital outlays for 
business, large and small. There will be many oppor- 
tunities as well as the hazards that will come nat- 
urally with such vast expansion. 

We have an impressive list of new industries for 
development, and of new methods, machines and 
materials to be put to use in producing old things 
more efficiently so that markets can expand. Under 
the stimulus of war, our industrial laboratories have 
created the basis for a new industrial revolution. 
Television and other applications of electronics, pow- 
der metallurgy, new light metals and alloys, high 
octane and diesel power, jet propulsion, cheaper air 
transport, low cost housing, air conditioning and a 
wide range of new synthetics in numerous fields are 
all ready for peacetime development. They should 
furnish a firm basis for providing jobs and raising 
our living standards beyond anything ever experl- 
enced. 

Only lack of practical means to make adequate 
risk capital available could stymie fullest exploita- 
tion of these vast potentials, means for mobilizing 
the venture capital which is essential to a dynamic 
economy. There exists today the largest sum of 
money available in our history awaiting employment 
for this very purpose, for the risk taking character- 


JUNE 9, 1945 


BLACKBURN 


istic of our enterprise system. What’s more, there 
is mounting realization of the need to put this pool 
of capital to constructive use. Jobs for all, the neces- 
sity of aiding small business and of injecting new 
venture capital into the economic stream are major 
topics of today, and they are all tied together. For- 
tunately, there is also growing determination to do 
something about it, to encourage the flow of new 
capital into worthwhile enterprises and to simplify 
financing procedure so as to facilitate the formation 
of new capital. But much remains to be done. Mean- 
while, if we are going to have more production and 
more jobs after the war, we will need more venture 
capital. 

Since risks are inherent in the very nature of 
business enterprise, rewards should be commen- 
surate with the hazards involved. The investment of 
capital always includes the possibility of loss, and 
no one can afford for long to incur risks without the 
prospect of adequate profits. What the situation 
today calls for is a new attitude towards venture 
capital, abandonment of enterprise-restricting poli- 
cies so as to release the latent forces making for 
expansion of the profit system. But it also calls for 
a new outlook on the part of those who have money 
to invest. 


Past Experience 


For about 150 years, entrepreneurs took their 
chances because of the prospect of liberal reward 
for the contributions they made to our economic 
development. Then came the great depression of the 
Thirties, giving birth to the false and defeatist 
theory that there was no further outlet for venture 
capital because, allegedly, our economy had reached 
its maturity. With savings outrunning investment 
opportunities, it was thought that old-fashioned 
capitalism was moribund while all the time, we were 
merely suffering from lack of confidence in our own 
future. The result was a deepening rather than 
amelioration of the depression as venture capital 
went into hiding. 


Came the war and with it urgent and prodigious 
demand for production, much of it financed by the 
Government and with the overall risk reduced to a 
minimum by the fact that 70% of our output was 
for one customer, also the Government. Capital 
though piling up in unprecedented amounts went 
into Government bonds and bank accounts; a rel- 
atively small part was put to productive use. Some 
of the limited business hazards of wartime may find 
expression in the transitional period: Inventories 
may depreciate, postwar reserves may prove inade- 
quate in some instances, and reconversion and the 
reestablishment of markets may prove costly while 
taxes are likely to remain high. But on the whole, 
these hazards are limited. Far greater in comparison 
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is the need to stimulate the flow of capital into enter- 
prise for postwar expansion. 

Hence the primary consideration should be to 
make risk taking so attractive as to release the great 
creative forces of the nation. Once this precondition 
exists, it will be up to all groups to take their chance. 
Dollars then must be put to work, for a dynamic and 
expansive economy demands a constant flow of fresh 
capital to keep it going. If this flow is interrupted or 
shut off, the only recourse is artificial respiration 
through pump-priming which, if long enough con- 
tinued, makes it inevitable that Government will be- 
come the chief reservoir of credit and capital. Due 
to the abnormal conditions likely to prevail in the 
immediate postwar period, there is no doubt room 
for employment of Government credit, for specific 
purposes; but Government credit provides no last- 
ing solution if private enterprise is to continue. 


What's Needed 


To assure the latter, a number of steps are needed 
to stimulate the flow of private capital into enter- 
prise. The most obvious are (1) eventual reduction 
of Government expenditures to a level where the tax 
burden will be low enough to enable business to ex- 
pand vigorously; (2) removal of obstructions to the 
flow of private savings into private investment, and 
(3) proper labor legislation to assure smooth and 
unhampered exploitation of our production poten- 
tials. Such steps are essential if we are to realize 
the full possibilities in our postwar situation. With- 
out business prosperity we cannot have full employ- 
ment, and business prosperity depends on existence 
of an environment where competitive incentive for 
profit is permitted to spur business to increase in- 
vestment, expand operations and reduce costs. 

Prospects for postwar production are almost fan- 
tastic. For the first time in our history, we have 
become really aware of America’s capacity to pro- 
duce. We have created the greatest productive ma- 
chine the world has ever known. We have both the 
capital, and labor and management essential to run 
it. But we must be willing and able to put the capital 
to work; we must veer away from the concept of a 
riskless economy, from freezing savings in riskless 
securities and riskless pools of cash. In short, we 
must devise effective means of luring venture capital 
out of its foxhole by encouraging instead of penal- 
izing it. The task will largely fall to the framers 
of future tax policy but additionally, special meas- 
ures are needed to funnel capital into channels 
where needs in the past were greatest and least 
satisfied. 

Industry and its capital needs may be divided into 
two classes: Big corporations with long and suc- 
cessful records, and small business—presently en- 
joying thoughtful attention on the part of Govern- 
ment. The former never lacked capital when they 
needed it; in the past, a very large percentage of 
available capital resources was at their disposal. 

But not so with small business, traditionally 
undercapitalized. Raising adequate capital has al- 
ways been one of its major difficulties. Today, we 
may add a third category: Those industries which 
were born out of war or which expanded rapidly 
during the war. Many of these must survive if we 
are to have the volume of employment essential to 
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prosperity, and to survive, they need capital—ven- 
ture capital. 

Indications are that corporations are clearing their 
decks for new financing through stock issues; the 
transition period is expected to be marked by grow- 
ing employment of venture capital, in this fashion, 
despite current emphasis on bond financing which 
naturally does not represent risk capital. Even many 
of the preferred stock issues cannot be considered 
venture capital except where they carry convertible 
features permitting exchange into common stock. 
Special aid now is given small concerns in raising 
capital by facilitating their offering of securites to 
the public. To this end, the SEC has waived regis- 
tration requirements for the public offering of secur- 
ities up to $300,000, against previous exemption up 
to $100,000. 

Additionally, an ambitious program of financing 
small business through a nation-wide network of 
local investment companies is now before Congress. 
These companies, though locally managed, would 
have access to Federal Reserve Bank funds to sup- 
ply needed risk capital. Investment in business wouid 
be limited to $100,000 for any one concern. It could 
take the form of mortgage bonds, debentures, pre- 
ferred or common stock. The securities held by the 
local investment companies would be sold as soon as 
the business shows signs of success. They could be 
sold either to the public or resold to the business 
itself in order to keep the investment company’s 
capital as a revolving fund so that it could function 
as a genuine investment bank rather than as a hold- 
ing company. 


Aiding Small Business 


The entire program of local investment companies 
has been advanced on the theory that small business 
will face difficult financial problems after the war. 
It takes into consideration the fact that large invest- 
ment bankers are usually not interested in supply- 
ing capital to small concerns; few of them are geared 
to small operations but this may change. Hence it 
remains to be seen whether they will be prepared to 
invite the savings of the country to participate in 
the kind of risks which must be carried if we are 
to have full and well sustained employment, that is 








Corporate Security Flotations 
New Capital 

(000 omitted) 

Preferred Common 

Stocks Stocks 
1929 $1,630,980 $4,457,712 
1932 10,476 9,720 
1936 104,964 262,488 
1937 204,162 203,460 
1938 47,952 18,624 
1939 25,980 70,888 
1940 61,179 74,073 
1941] 93,886 79,054 
1942 102,571 15,764 
1943 55,086 36,663 
1944 132,772 89,935 
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the risks attendant to the operations of small and 
medium-sized enterprises. 


The plan just discussed is advocated by private 
banking groups as an alternative to large-scale post- 
war financing through the Smaller War Plants Cor- 
poration or other Federal agencies. It dovetails with 
the system of credit pools now operating throughout 
the country under auspices of the American Bankers 
Association. Credit pools provide short-term com- 
mercial loans needed by local enterprises. The in- 
vestment companies would be organized to supply 
risk capital. The commercial banking system is not 
designed to supply the latter. By its very nature and 
because of rigid restrictions imposed by examining 
authorities, commercial banking cannot operate in 
this field except through some form of special me- 
chanism beyond the existing commercial banking 
machinery such as the credit pools mentioned. 

The amount of attention small business is getting 
with an eye to the postwar is not particularly sur- 
prising. Before the war, it represented about one- 
third of our commerce and industry and thus was 
responsible for about one-third of our employment. 
With employment goals what they are for the post- 
war period, when small business is relied upon to 
absorb an increasing number of workers, its finan- 
cial problems are among the most important that 
confront us today. A constructive solution is impera- 
tive. 


Must Activate Venture Capital 


As it is, a “riskless’ economy such as we had 
during the last decade or so will not enable us to 
give employment in adequate numbers and pay off 
our swollen national debt. Hence we must activate 
the enormous amount of potential venture capital 
now largely dormant and draw it into the productive 
process. To do it successfully, we must strengthen 
the machinery for distributing securities. The peo- 
ple’s savings are huge and the banks are overflowing 
with cash; we must devise new and broader methods 
of employing these idle funds. 

Much of this task will fall to the investment 
banking fraternity; it is up to them to break the 
log jam brought about by stagnation of capital and 
devotion to a riskless economy. It is their job to 
induce the average citizen to put his money to work, 
building up and strengthening new enterprises as 
he did in earlier days. Investment bankers are willing 
but they cannot do the job unless and until certain 
preconditions exist. 

There must be relief from excessive double tax- 
ation, first on corporate income and then on divi- 
dends. Capital that takes a chance must be allowed 
to earn a commensurate reward. Also, the capital 
gains tax should be eliminated as soon as feasible; 
this would go far towards bringing the large in- 
vestor back into the picture. The securities laws as 
administered by the SEC have proved greatly ben- 
eficial in many respects by protecting the investor’s 
interest, yet their complicated structure and admin- 
istration represents a serious obstacle to the free 
flow of private investment capital. The laws need 
simplifying to facilitate the capital flow into busi- 
ness at a rate adequate to maintain a high level of 
production and employment; barring this, the Gov- 
ernment may well have to furnish the funds at the 
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tapayers’ cost. 

On the other hand, to encourage small investors, 
they should be given the same chance as the large 
and more sophisticated buyers of securities. What 
we must do is create a nation of investors with a 
direct stake in business enterprise as proprietors. 
What with the broad and pervasive controls now 
exercised by the Federal authorities, there is no 
reason to fear the excesses of the Twenties in the 
securities markets. In this respect, then, amendment 
of the SEC laws where their application militates 
against the free flow of venture capital into private 
enterprise would appear to be a sensible course. 

The system of private enterprise is either dynamic 
or a failure. The past has amply proved its dyna- 
mism if the proper environment exists. Thus the 
first task would seem to create, or rather recreate, 
the environment that will release its natural vigor. 
Such a course will be the only protection against 
encroachment on production and investment, and 
all it implies. 

At that, taxes alone are not the exclusive prob- 
lem. We have had stagnation and depression despite 
relatively low taxes because of maladjustments in 
our economy or policies that were hostile to risk 
taking. Low interest rates have not tended to reduce 
savings; alone they have not been sufficient to at- 
tract savings into job-producing ventures despite the 
recent and growing trend from bonds into stocks. 
In this respect, the continued growth of savings of 
individuals through financial institutions is signifi- 
cant; little or none of these funds in the hand of 
these institutions may be used for equity investment 
because of legal barriers. This means that a large 
part of savings of individuals is voluntarily shut off 
from investment in other than debt securities. 


What we need, then, is not only tax relief, and 
otherwise stimulating the flow of idle capital into 
risk investments, but a good dose of optimism and 
faith in the future of our country. It will go far 
towards luring capital out of its hiding, towards 
arresting the fashionable trend towards a riskless 
economy. 


There is of course no such thing as riskless busi- 
ness but risks, prudently taken, have a way of bring- 
ing worthwhile rewards. Perhaps we must relearn 
that lesson although it should be fresh in the minds 
of many. 


Postwar Opoortunities 


If, in the late Thirties’, we experienced a dearth 
of investment opportunities, it was not for physical 
or technological reasons. Far more, however, will 
this be true of the postwar era when there will be 
countless opportunities to put our dollars to work, 
both domestically and abroad. In the aggregate, 
these opportunities will give the “lie” to the bogey 
of economic maturity. Rather, they should pave the 
way for broader security ownership, for broader 
markets, for greater willingness to assume risks. 
During war, mass savings have been successfully 
mobilized for victory. After the war, we must mobil- 
ize them for peace. The essential needs for venture 
capital are clear; these needs can and must be met, 
for only through constant development of new ven- 
tures can employment be sustained. 
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Ho” the other fellow invests his money is always 
interesting to know, especially when large sums 
are involved and the most highly trained technical 
skill is at his disposal. A composite picture of this 
kind is provided by a recent report of the National 
Association of Investment Companies which reveals 
the April 1944 holdings of its more important com- 
ponents managing so-called “open end” funds. 

The 30 investment trusts chosen own about 80% 
of all assets held by the more complete roster of 70 
similar funds comprising the Association’s member- 
ship. Combined net assets of the entire group now 
exceed a billion dollars for the first time. While con- 
sideration of the individual portfolios is not included 
in the report, nor mention of their identity, the over- 
all study is comprehensive and if taken with proper 
reservations is indicative of certain investment 
trends and policies developed in this particular field. 

Open end funds are, as their name indicates, in- 
vestment trusts with no top limit to the number of 
investors who may join their ranks. Growth in assets 
therefore is no index of astute investment manage- 
ment from year to year, as total figures may soar 
from new capital additions, regardless of changing 
prices for securities held. As a matter of fact, total 
investments of open end trusts have in- 


Changes In Investment 


Trust Holdings 


BY RICHARD COLSTON 














their individuality by selling substantial blocks of 
first class investment stocks merely to acquire se- 
curities of similar grade which appear to have some 
price advantage, a better yield or relatively stronger 
growth potentials. Just why the shifts occur, then, 
is often impossible to detect, although relative 
changes in these great portfolios sometimes reflect 
significant trends in the over-all picture. 

The Association reports one interesting trend of a 
slightly different character, as it involves a shift in 
the investment philosophy of the public rather than 
of the trusts. It appears that proportionate growth 
of funds invested in bonds or preferred stocks in 
recent years is outdistancing the percentage increase 
of funds dependent largely upon stocks for incre- 
ment or income. In the final analysis, however, the 
circumstances mentioned may prove to have its 
origin in a relatively new class of investors rather 
than from a shift in general policies, for measured 
in dollars, the growth of the stock companies has of 
course been great. 

During the first quarter of 1945, the 30 largest 
open-end investment companies slightly increased 
their percentage of cash holdings and U. S. Govern- 
ment bonds, the figures rising to 8.9% of their total 














creased 135% in the past 41% years and are ; 
double the 1936 size when security prices || 20 Common Stocks Most Widely Held by Investment 
were 10% higher than at present. Under Companies on March 31, 1945 
strict Federal regulation they appear to have No. of 
gained increasing popularity as media for : . * ao _— 
greater diversification and more skilled in- a8 _ _< ane — sae a 
vestment attention than the average small Holding Held Shares Held Held 1944 
investor could achieve for himself, but poli- 23 North American Co......... 1,292,200 $27,620,775 15.1 1,328,600 
cies of the different trusts vary widely, as do 22 Standard Oil (N. J.)..... 209,200 12,133,600 0.8 208,100 
their individual yardsticks of accomplish- 20 Montgomery Ward ....... 291,200 15,688,400 5.6 271,400 
—- > 4 General Motors .......... .. 190,100 12,142,638 0.4 189,800 
ment, and these do not always fill the bill for 1? 142, ’ 
— si 19 Deere & Company... 203,100 8,047,838 6.8 222,600 
the investor. 18  Socony-Vacuum Oil . 548,300 8,498,650 1.8 566,700 
ae . "4 18 Inter. Nickel ......... 211,700 6,774,400 1.5 
Attention a called vo — — - 18 Kennecott Copper .. 175,200 6,526,200 1.6 191,500 
cause changes in securities held in fund port- 17. Chrysler Corp. .............. 143,000 13,906,750 3.3 142,700 
folios may be due to causes entirely obscure 17 E. |. du Pont... 64,100 10,159,850 0.6 58,200 
to the reader, and even if discernable, might 16 Sears, Roebuck ... 126,800 12,997,000 2.2 irons 
be quite foreign to his own methods or aims 16 ‘Gulf OF vc 185,400 10,011,600 2.0 188,800 
. PT; £26 h d 16 Amer. Gas & Electric......... 284,550 9,212,306 6.3 286,350 
of investment. A “look in” at the moves made 16 Union Carbide & Carbon 99,100 8,262,463 1.1 97,600 
by a number of investment trusts could well 16 General Electric... 175,900 7,079,975 0.6 180,200 
roductive of constructive reasonin 16 Paramount Pictures ...... 203,100 5,813,738 5.4 
re h t J 16 Pacific Gas & Elec.............. 69,198 2,465,179 ve) = 
from some angles as to watch a chess tourna Heo oom vs a 
* lertness of 15 Texas Company .............. 181, ,352, 4 ; 
ment, where farsightedness or aler 15 United States Rubber... 121,300 6,610,850 6.9 117,100 
the different players makes their strategy 14 Westinghouse Elec... 52,400 6,523,800 1.7 * 
unfathomable to the spectator. Many funds ae ? s ; 
buy stocks for a long term pull, others for a *Not included among “first 20" as of the date given. 
quick turnover, while still others may express 
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assets compared with 8.5% at the first of the year. 
Total assets during this period increased to $1,096 
million from $1,048 million, and as of March 31, 
1945 total holdings of cash and government bonds 
were $97 million. The rise in liquid position of course 
must not be accepted as an indication of over-all 
policy, as it could equally well reflect an inflow of 
new investment funds merely awaiting investment. 

First quarter purchases by the funds show that 
for the first time in many months shares of oil pro- 
ducing and refining companies outran sales in this 
class of securities. Among the largest gains in oil 
holdings were Phillips Petroleum and Standard Oil 
Company (New Jersey), with Socony-Vacuum and 
Continental Oil also well up in the running, on bal- 
ance. Among the railroad stocks, Chesapeake & Ohio 
Railway showed the greatest unanimity of action, 
as six funds bought a total of over 51,000 shares and 
none of them sold any of this stock. Purchases also 
predominated in certain bonds of Missouri Pacific 
Railroad, the Frisco System, and Baltimore and Ohio, 
although preferred stock of Great Northern Railway 
was sold on balance. Illustrative of differing invest- 
ment company policies, six of the trusts bought 
Montgomery Ward and three of them sold this stock, 
the net result being a decided increase in holdings of 
this issue by the group as a whole. 

Steel shares predominated on the purchase side, 
with Bethlehem Steel, U. S. Steel, Republic, and 
Youngstown Sheet & Tube among the leaders. As an 
index of special investment policies, a good example 
is the purchase of 76,000 shares of Joy Manufactur- 
ing stock by a group of five investment companies, 
including Adams Express, American International, 
Lehman Corporation, General American Investors 
and Massachusetts Investors Trust. This deal facili- 
tated the merger of Joy with Sullivan Machinery 
Co., reported in a recent number of the Magazine. 
About 31% of Joy Manufacturing’s outstanding 
stock is now held by these five trusts, two of them 
having been identified with its management for some 
time past. 

On the selling side, stocks of companies in many 
different industries made up the list. Seven com- 
panies sold Pepsi-Cola and no purchases of this stock 
were made by the others in the group. Both liquida- 
tion and purchase occurred for the most part in 
shares of Deere & Co., Borg-Warner, International 
Nickel and Western Auto Supply, showing how dif- 
ferent motives and opinions of investment companies 
affect their actions in the market. Just as many of 
them bought as sold Commercial Investment Trust, 


American Light and Power Preferred, and Canada 
Dry, although of course in different quantities. Ref- 
erence to the appended table will disclose a few of 
the more important shifts in the portfolios of the 
group, although as has been stated, it is unwise to 
attribute much significance to the showing. 

As for actual quantities of securities bought and 
sold by the investment companies in this special 
group, total puicnases were as follows: common 
stocks, 551,450 shares — preferred stocks, 31,177 
shares — bonds, $4.66 million par value. Total sales 
amounted to 256,770 common shares, 75,182 shares 
of preferred and $2,356,000 par value of bonds. Most 
important class of bonds bought were $2,081,000 
worth of various issues of the St. Louis & San 
Francisco System and $1,682,000 Baltimore and 
Ohio 5s. Among large purchases of common stocks 
were 20,100 shares of Republic Steel, 127,700 Middle 
West Corporation, 27,600 Socony-Vacuum Oil, 21,000 
Paramount Pictures, 19,000 Standard Brands, 16,600 
U. S. Steel, 15,900 Bethlehem Steel, 25,700 Mont- 
gomery Ward, 14,800 Phillips Petroleum and 22,500 
North American Co. Bought also were 7,200 shares 
of Electric Bond and Share preferred, 19,300 shares 
of American Power and Light preferred and 5,177 
United Corporation $3 preferred. 

Featuring importantly among sales were $905,000 
Missouri Pacific bonds, $648,000 American and For- 
eign Power 5s, $663,000 various Frisco System 
bonds, and $685,000 various bonds of N. Y., New 
Haven & Hartford System. 

Some liquidation of common stock issues was evi- 
denced by sale of 57,945 shares of Philadelphia Elec- 
tric, 100,000 Middle West Corporation, 21,500 Na- 
tional City Bank, 25,000 Deere & Co., 12,100 Inter- 
national Nickel, 12,400 National Dairy Products, 
27,400 Caterpillar Tractor, 46,600 North American, 
22,200 International Paper, and 37,100 Twentieth 
Century-Fox. Among preferred stocks disposed of 
were 12,746 United Corporation and 13,700 Com- 
monwealth & Southern. 

The number of funds holding relative amounts of 
stocks is always interesting as it is of course some 
index of popularity of certain issues with these ex- 
perienced investment managers. The appended table 
lists 20 of the favorites, showing both the number 
of shares held and their approximate market values. 

North American Co. heads the list as has been the 
case for many years past, being owned by 23 invest- 
ment companies in the group. Naturally this does not 
mean that of all equities available, the consensus of 
expert investment opinion (Please turn to page 278) ° 








































Stocks in which Investment Company Holdings Stocks in which Investment Company Holdings 
were INCREASED were DECREASED 

Shares Shares Shares Shares 
STOCK Added STOCK Added STOCK Reduced STOCK Reduced 
Phillips Pet, .nccnncecmmemnee 13,700 Goodrich .eeecccoscnencnenee 17,300 Pepsi-Cola Nat'l Dairy Pr... 12,400 
Ches. & Ohio... 51,380 | Republic Steel . 20,100 Deere & Co...... Pacific Gas & Eu... 5,270 
Montgomery Ward .... 20,600 Youngstown Sh. .. 6,400 Great Norther 20th Cent. Fox... __ 37,100 
Elec. Bond & Sh. Pf... 7,200 Paramount Pict, ...... ... 8,000 Borg Warner .. a Woolworth _......... ue 7,400 
Joy Mie: ccc ejOOe ~~ Eontl Oi .. 2,000 Int'l Nickel eae Caterpillar Tr... 26,900 
Babcock & Wilcox... 11,400 Socony-Vac. Oil 23,600 Western Auto Sup............. . Ste ‘wr voser Fe 
Stand. Oil of N. J... 8,600 Canada Dry 4,400 Amer. Steel Found... 6,200 Comm. & Sou. een 13,200 
Beth. Steel _...__.__.. 15,900 Peoples Gas Lt... 3,300 Gen'l Electric WW... 3,600 Goodyear oe neennnnnnennee 2,400 
Stand. Brands _........... 15,200 Amer. Pwr. & Lt. $5 & $6 Geen’) Motors oncccccc cence 2,800 North American .............. . 24,100 
eS SISO sc cee OOO Pfd. 10,800 Kroger Grocery ...........- . 13,700 United Corp. $3 Cum........ 7,569 

Source: National Association of Investment Companies 
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By E. K. T. 


SYNTHETICS, a field in which Germany has pio- 
neered and in many respects excels, are part of the 
fruits of victory. United States experts in the art 
were on the grounds when the march toward V-E 
Day began and have followed closely behind the mili- 
tary, moving into what remained of the Nazi plants 





Washington Sees: 


Nothing has happened to date to fulfill the 
forecast that the Truman Administration would 
veer more to the “right” than was the course of 
the Roosevelt Administration. There even are in- 
dications that the contrary may be true. 


Analysis of the President's appointments estab- 
lishes that changes in top spots have not been 
made for the purpose of bringing in conserva- 
tives. Tom C. Clark worked intimately with Francis 
Biddle and shares his politico-legal philosophy. 
Clinton P. Anderson is more vigorous and asser- 
tive than Claude Wickard, and, by the same 
token, a more ardent advocate of the New Deal 
system. Lewis B. Schwellenbach is more “leftish” 
than Frances Perkins. He helped write the legisla- 
tion which she merely received and administered 
— with ever-decreasing influence. Robert E. Han- 
negan’s selection to succeed Frank Walker cannot 
be chalked up as a switch to the “right.” For 
major confidential missions, Mr. Truman chose the 
ae reformer of the Roosevelt Administration, 
Harry Hopkins, and the echo of New Deal foreign 
policy, Joseph Davies. The conservative, business- 
man's approach which Jesse Jones brought to the 
Cabinet is not duplicated by the Snyder appoint- 
ment. 


The President has repeatedly made it clear in 
statements and quotations that he intended to 
follow the general Roosevelt blueprint. And hap- 
penings of the past two months seem to bear him 
out. 








and refineries and recording important information 
on processes. The effects of this acquired knowledge 
will be realized in time to be turned against the re- 
maining Axis partner, Japan. 


CONGRESS is watching with great concern a grow- 
ing movement toward the organization of huge co- 
operatives which are drawing their financing, facili- 
ties and personnel from large corporations which are 
reported to be planning a change in form of organi- 
zation to gain tax benefits. Legislation will be sub- 
mitted if the trend continues. That won’t insure new 
controls because farm groups with membership par- 
ticipation in business and profits are a potent force 
when congressional votes are counted. 


FREEDOM of the press wasn’t the only element in- 
volved in the issue which arose over the plan of the 
Office of War Information to bar United States news- 
papers and other periodicals from conquered Ger- 
man territory. Control of business operations was in 
prospect if the press ouster had been upheld. Some 
actions to restrain their development already had 
been taken. The idea was not General Eisenhower’s. 
It originated in Washington. 


VETERANS aid is becoming a major business in 
Washington — on paper. More than 3,700 items of 
legislation have been introduced to date and there is 
no sign of a letup. Potential beneficiaries number 
more than 10 million men and women. The costs 
cannot even be estimated but a significant statistic 
is that it requires one and one-half billion dollars in 
the current fiscal year to provide for the physical 
and material needs of past wars of the United States. 


CANADA, looking to the United States as its supplier 
in a wide field extending from building materials to 
household appliances, has informed the U. S. Depart- 
ment of Commerce that many commodities will be 
taken off that country’s War Exchange Tax list. The 
levies are being stricken out to encourage house 
building and furnishing and to facilitate early begin- 
ning in the transition from wartime to civilian pro- 
duction and employment. 
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President Truman won't be given free hand to develop 


efficiency and economy by reorganizing the government agencies. 
Congress will balk at carte blanche, will insist that independ- 


en of ld-line offices be retained. 


Capitol Hill gave President Roosevelt reshuffling 
powers in 1939 but insisted 21 agencies be unaffected. Fear was 
expressed that offices supervising private business might fall 
_ into hand litical hac appointed without ‘advice’ 


the Senate. 


Best prediction is that Congress won’t permit change 
in Securities and Exchange, Interstate Commerce or Tariff 
Commissions; Federal Reserve, Federal Trade, Federal Tax Court, 
Civil Service and several others. 


These can be put down as likely: transfer of all or 
most of War Manpower Commission to Labor Department; gradual 
easing Of War Production Board in ommerce Department, mainly for liquidation; 


absorbing of Federal Power Commission by Department of Interior. 


Potential new Cabinet posts: Secretary of Transportation and Communication; 
tion | Secretary of Public Welfare, to include social security,women'’s and children's 


~“ bureaus; Secretary of Public Works; Secretary of Federal Loan Agencies. 
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Congress must clarify the job status of returning veterans before the 

ow- | reconversion slack muddles the issue. That conviction is expressed on Capitol Hill, 
co- | concurred in by Selective Service Headquarters and the unions. Employers have a stake, 
cili- | but little voice in reaching solution. 

are 
ani- The draft law seemed precise: discharged warriors are entitled to the same 
sub- Jor equally good jobs as those they left, unless hardship to the employer would result. 
a But the War Labor Board has held otherwise in two complaint cases and upheld one 
yrce | erbitration award to the contrary. : 

Organfzed labor says the superseniority rights run counter of provisions in 
-jn- |eontracts. They're inclined to make an issue of that point. Plant efficiency also 
the J is involved where experienced nonveteran workers would be relegated. 

ea Compromise is the only way out. Latitude will be given some agency —- possibly 
sin |Labor Department -- to decide when job guaranty shall be set aside even though hard- 


ome fship is not involved. 
had 


Y's. Federal Government is history's biggest machine tool owner but no one knows 
what’ the inventory is. Best estimate is three billion dollars worth. Companion problem 


ial is whether to place the tools on the market or store some of them. 
s of Certainty is that generous flow of machine tools onto the market would speed 


re is Treconversion. But until inventory is taken, someone authorized to control their flow, 


~~ question exists as to whether wholesale dumping might complicate the job. Tests will 


istic pOe@_made by scattered, small sellings. 


fe Attention will be paid to possible foreign markets to drain off excess, if 


ites, |one_is found to exist after potential needs of domestic industry have been weighed. 
olier Industrial users of sugar, including major baking companies, will be harder 
is to Rit than householders, with heaviest blows falling between August and February. Beet 
art- [stocks must be stretched over the entire country during those months, then cane stocks 


1 be Jwill take on the burden. 
The 


ouse Not only will supply be tight but extra costs of transportation must be 


nai reflected in prices. Sugar stamps won't bring poundage called for by them. Reason is 
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that supply was allocated on basis of old Census Bureau figures which ration book 
registrations showed to be far too low. 


President Truman, seeking to take the heat off OPA, will direct Economic 
Stabilizer Vinson and War Mobilizer Davis to take the initiative in food programs . 
This doesn't mean two-headed food czar, but Vinson and Davis henceforth will act before 


problems become acute, no longer wait and fill umpire roll. 


Sorely nedded pulp for publishing and packaging purposes will begin moving 
to the United States from Sweden within six weeks. Tonnage already has been sent to 


other points with preference shown Africa and Argentina. 


4 Finnish shipments still are held back by weather and lack of cooperation 
from Russia, which dominates the waterways. State Department is boiling over the 
situation but doesn't want to start any more fights with the Soviet until the San 
Francisco deliberations have been resolved. 


Civil Aeronautics Administration believes boom in private flying in post- 


war days will hinge largely upon price at which craft can be placed on the market. 
A two-place plane selling for $1,400, a four-place ship at $3,000, are visualized. 


Conferences between government and industry experts haven't developed plans 
for safe ships within those prices. Hope is expressed that economics will pare 
down present estimates. Upkeep figures, too, are discouraging. 


Vacant stores are proving poor barometers of business rise and fall. Two 
year decline in number of firms operating was checked early in 1944 and in remaining 


months 25 per cent of the wartime net reduction of 500,000 business houses was re- 
gouped . 
Interesting sidelight in Commerce Department study: there were proportionately 


more new enterprises and fewer discontinuances among small business (employing fewer 
than four persons) than among the larger. Small firms doubled in number, larger ones 
{employing 20 or more) declined 15 per cent in 1944. . 


Significant in the Cabinet changes announced to date is movement of govern- 
ment top spots westward. President Roosevelt favored his section of the country -- the 
east; President Truman uman leans to his own west and southwest. 


Hannegan, a Missourian, has succeeded Walker, from Scranton; Clark, a Texan, 
has succeeded Biddle of Philadelphia; Schwellenbach of Washington State has 
succeeded Perkins of New York. The lone Cabinet replacement affecting a resident 
west of the Mississippi saw a New Mexico substitution for an Indianan -- Anderson 
for Wickard. , 

There will be political repercussions of the trend continues. Should Snyder 
of Missouri displace Morgenthau of New York, a non-easterner take over Stettinius’ posi, 
the party will break wide open. President Truman has said he wouldn't accept 
Morgenthau's resignation, "contemplates" no change in State Department. Two months 


ago he asked "all" Roosevelt Cabinet members to remain. 

There are practical reasons for retaining Morgenthau at this time. The 
Seventh War Loan would be adversely affected by any action which might be inter- 
preted as lacking faith in the personnel which has financed the war. 

Stephen T. Early, long-time White House press secretary, is leaving the White 
House to assume an important industrial position; he has been appointed vice president 
of Pullman, Inc. nests offices in Washington, and is expected to assume his new duties 
: early in June. 

"Steve" will be missed by the capital's newsmen to whom he has ever been a 
helpful friend and mentor. 
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Companies To Forge Ahead 





ECONVERSION may entail an operational pause 

or a temporary recessionary trend in a good 
many industries but nothing could be farther from 
the truth than to assume that such is the case in 
our entire economy. In many sectors, manpower 
shortage — as we all know — has been a serious 
hurdle to capacity operations. In these, productive 
activity will expand immediately and virtually auto- 
matically as more workers become available. 

No reconversion pause for them, for there are 
no technical changeover problems, no drop or shift 
in demand. Demand in fact is enormous, for with 
the military having had — and still having —first 
call on their output, civilian supply had to take a 
backseat and great backlogs of deferred needs have 
been created. Over the forthcoming months, the 
slowing down of our war production apparatus will 
for the first time since the war emergency started 
afford these industries an opportunity to achieve 
peak volume. They are not only “reconversion proof” 
but all set to boom in a manner hardly experienced 
before. All they need is manpower! 

In few instances will that need be fully and imme- 
diately met; rather it will be a gradual process, as 
manpower restrictions are eased or lifted, and there- 
fore perhaps imperceptible at first. But ultimately 
the effect on operations and earnings will be dis- 
tinctly felt; in either respect these industries are 
bound to forge ahead. 

The first group of such industries is that depend- 
ing on timber supply. The lumber shortage, steadily 
growing more acute, is primarily a shortage of 
labor in the logging camps and saw mills though 
operations are further hampered by shortages of 
tires and trucks, chiefly the former which led to 
the de-commissioning of thousands of heavy lumber 
vehicles. Today the lumber shortage is probably the 
biggest reconversion bottleneck in numerous fields 
and therefore a source of great concern. 
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As Manpower 


Pineh Eases 


BY J. C. CLIFFORD 


VE-Day, far from easing the 
problem, has accentuated it for 
lumber is increasingly needed by 
the military. Coupled with this is 
the expended demand at home as 
industry is reconverted to civilian 
production and efforts are made to 
absorb displaced war workers. 
Against this stands the fact that lumber production 
has been slipping badly for months, in fact, it is 
now lower than at any time since Pearl Harbor. 
1945 requirements are set at some forty million 
board feet, yet maximum anticipated domestic pro- 
duction will probably come no higher than about 
thirty million board feet. In the Northwest alone, 
lumber production lags 10% behind 1944. About one 
out of every ten logging trucks lacks tires. Young 
skilled men are urgently needed, some 10,000 in 
Oregon alone. WPB chairman Krug says that 
123,000 workers are required in the woods and saw- 
mills to bring production up to the levels to meet 
war and essential civilian demands. 

As soon as men can be returned to the forests in 
adequate numbers, it will be possible to relax re- 
strictions on lumber use which in turn will signal 
a marked spurt in activity in a good many impor- 
tant industries. It will mark the dawn of the post- 
war building boom, the turning point for the makers 
of building materials and supplies who then will be 
able to start their climb to peak activity. They, too, 
however, need additional manpower to get produc- 
tion going in volume. 

The stringent lumber situation at present is pre- 
venting any immediate move to release the pent-up 
demand for housing. It is hoped to see 250,000 
homes started within the next year, possibly 400,000 
if sufficient materials—meaning chiefly lumber—are 
available. Eventually, an annual building rate of 
one million homes is expected. The whole building 
program, however, hinges on the success or failure 
of efforts to spur logging and sawmill operations, 
recently skidding down at an alarming rate. This 
trend will be reversed as soon as prospective release 
of manpower from war plants and partial army de- 
mobilization feeds workers into the lumber industry. 

Similarly, stepped up production of pulpwood will 
open the way for expanded activity in the printing 
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trades, in the magazine and newspaper fields and 
in mail order promotion. While the paper container 
industry will lose a considerable amount of military 
business, it will be able to supply civilian needs more 
adequately. Then there is the furniture field, severe- 
ly starved for lumber and with a huge backlog of 
deferred demand. Most furniture makers have been 
busy on war work but will be able to swing back 
to regular output as soon as more wood can be had. 














= 

|. How Lumber Use Has Outrun Production* 

| 1941 1942 1943 1944 1945 

| Consumption (total) 37.4 43.1 38.7 34.7 31 (est) 
Boxing, crating and dunnage. 5.5 9.6 14.5 15.6 15.5 (est) 
Factory products 41 42 45 45 4 est) 
Civilian building 22.8 17.2 135 102 7:3 test) 
All other (including military 

construction) 5 12.1 6.2 4.4 3.8 (est) 

| Production 36.5 36.3 34.6 32.5 30 (est) 

| Stocks at start of year) 7s 243. 142° FS 6 
Source: W.P.B. *All figures in billions of board feet. 














More workers in the nation’s forests thus holds 
the key to boom condition in many important lines 
of business. Existing building construction poten- 
tials require no further emphasis; they are too 
well known. The longer range outlook for furniture 
makers is particularly promising; many expect in- 
dustry volume for the first few postwar years to 
exceed $1 billion annually at retail value. Deferred 
demand together with the expected boom in housing 
should provide for the furniture industry one of the 
biggest opportunities in many years. It should take 
a number of years of high production before the 
war-created vacuum can be filled but right now, it 
takes manpower to spark these potentials. 

The furniture industry is widely dispersed, mostly 
consisting of smaller concerns with few of them 
publicly owned. Hence it is difficult for the investor 
to acquire a direct stake in the excellent prospects 
ahead. Rather, he must participate indirectly by in- 
vesting in equities of organizations specializing in 
distribution of furniture such as Barker Bros., Re- 
liable Stores, Spear & Co. and Sterchi Bros. Which 
undoubtedly face a considerable sales spurt. Mengel 
Co., important manufacturer of lumber and lumber 
products, will benefit more directly; the company 
recently announced its intention to enter the furni- 
ture business after the war. 

Somewhat more immediate perhaps are prospects 
of relief in the paper industry where production 
needs in the past have been seriously jeopardized 
by the severe drain on inventories of pulpwood and 
wood pulp with operations latterly virtually on a 
hand-to-mouth basis. Apart from prospective labor 
shifts to augment forest labor both in the U.S.A. 
and Canada, there is the prospect of early resump- 
tion of pulpwood and wood pulp imports from Scan- 
dinavian countries, notably Sweden. Canadian im- 
ports are expected to increase 5% to 6% during the 
latter half of this year and domestic output is cur- 
rently on the upgrade with first quarter production 
some 6% above last year. In spite of this, current 
restrictions on paper use continue severe; but the 
outlook for expanding operations in the paper in- 
dustry is improving. 

Prior to World War 2, there was considerable ex- 
cess capacity domestically and few mills were able 
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to maintain capacity operations, notably in wood 
pulp. This is best illustrated by the fact that in 
1941, paper output was stepped up 60% over 1938 
with little addition to existing capacity except the 
use of old marginal facilities. formerly kept on a 
standby basis. Today the paper industry is ready to 
spend some $200 million for post war expansion and 
modernization to meet the rising demand trend and 
take advantage of excellent export potentials. For 
some time to come, the industry in all probability 
will be taxed to meet the pent-up demand for all 
types of paper made scarce by the war; it can look 
forward to boom conditions for at least two to three 
years, possibly even some five years, for it may take 
that long before European production is back to 
normal. Even now, domestic inventories are ex- 
tremely low and it will take about two years to 
replenish them. Probably for a time, combined de- 
mand will be considerably in excess of domestic 
capacity to supply it. 

It is against this background, that prospects of 
pulp and paper companies must be appraised; most 
of them today have above average appeal from the 
standpoint of sales and earnings prospects. Kim- 
berly Clark, Champion Paper, Container Corporation 
and West Virginia Pulp & Paper merit attention 
on basis of good current earnings and promising 
postwar prospects. Most others rate above average 
over the longer term including Mead Corporation 
and Rayonier Inc., the latter an important supplier 
of sulphite pulp for rayon manufacture. Paper 
shares normally are rather volatile because past 
earnings have shown marked variations as a result 
of the tendency of product prices to weaken in 
periods of poor business and to firm promptly as 
demand improves, but for a considerable period 
ahead, the price structure is likely to remain firm, 
stabilizing earnings. The long-term uptrend in con- 
sumption of paper and paper products promises at 
least gradual improvement of the industry’s funda- 
mental position after immediate postwar boom po- 
tentials have given way to more normal operating 
conditions. 


Printing and Publishing 


Prospects of a more adequate paper supply have 
favorable connotations for the printing and publish- 
ing industry, now greatly handicapped by paper 
shortages. Advertising volume is headed for new 
peaks; even 1945, despite continuing paper restric- 
tions, promises to become a banner year. The out- 
look for the reconversion period is enhanced by the 
prospect that national advertisers will make exten- 
sive expenditures prior to resumption of normal 
production to recapture old markets and promote 
outlets for new products. Both magazines and news- 
papers should share in this boom and enjoy im- 
proved revenues from this source. Moreover, a 
vigorous uptrend of circulations is widely forecast 
for the postwar. 

On this premise, selected securities of leading 
publishing companies offer interesting possibilites 
for longer term holding although such equities, in 
discounting future potentials, have already had sub- 
stantial advances; prices however are still well be- 
low 1937 highs. Among the more attractive stocks 
are Time Inc. and Crowell-Collier as growth equities 
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wntle Hall Printing and McCall Corporation provide 
liberal dividend yields. 

Another field where manpower holds the key to 
expanding operations is the textile industry. Being a 
low-cost industry, it lost many thousands of workers 
to high-paying war industries, and the draft took 
additional thousands. With mounting reconversion 
elsewhere and a tapering off of munitions manufac- 
ture, there should be a progressive return of work- 
ers back to the looms. At present, however, the 
shortage of manpower is still severe and the War 
Production Board is seeking top manpower ratings 
as a means to speed up production that is now lag- 
ging some 20% below peaks in both the woolen and 
cotton branches. The textile industry right now 
could easily absorb over a quarter million workers 
if they could be found. To attract more, and to keep 
workers at their jobs, minimum wages have recently 
been raised but no great influx of workers resulted 
so far. Indicative of the unsatisfactory condition es- 
pecially in the cotton textile industry is the fact 
that reflecting labor inefficiency and the 11% de- 
cline in manpower, production last year fell off 16%. 
The recent wage increase together with the larger 
labor supply resulting from cutbacks of munitions 
programs is now expected to reverse this trend. 


Potentials for Textiles 


Sales potentials for textiles promise capacity 
operations for a number of years, in contrast with 
the normally highly cyclical nature of this business 
which in the past greatly detracted from the appeal 
of textile equities. Not only was there extreme 
variation of demand trends but also considerable 
overcapacity. The latter is likely to find full use 
over the intermediate term for the worldwide tex- 
tile shortage may last far into the peace years. Vast 
areas of the world are now suffering from virtual 
“textile starvation,” a factor that promises not only 
top production for a considerable period but may 
continue to limit civilian supply for some time to 
come. Deferred home demand and relief needs 
abroad are substantial, and normal export demand 
after the war promises to be excellent. Textile in- 
dustries abroad have been disorganized by war and 
it will take time to reorganize them. Until this is 
done and home demands there met, there is no like- 
lihood of severe competition abroad for American 
textile exports. Makers of yarns, rayon and other 
synthetic fibers face an equally splendid export op- 
portunity, together with excellent home markets 
where stocks are greatly depleted and demobilization 
of the Armed Forces will add importantly to exist- 
ing demand backlogs. 

Under the circumstances, textile equities are in a 
good postwar position with rayon shares, because of 
particular growth prospects, especially favored. The 
textile industry, like all those previously discussed, 
has virtually no reconversion problem and is ready 
to expand operations as soon as adequate manpower 
is available. Much the same holds good for apparel 
makers whose demand prospects are equally promis- 
ing. In the cotton textile field, Cannon Mills and 
Pepperell are among the better grade issues while 
Pacific Mills falls into the more speculative category. 
Opportunities in the woolen industry are largely 
limited to American Woolen preferred. Outstanding 
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among rayon equities, as to longer term potentiali- 
ties, are Celanese, American Viscose and Industrial 
Rayon. Among apparel makers, Bond Stores has 
attractive possibilities. 

If coal today is scarce, the reason is not lack of 
coal reserves but lack of men to mine the coal. 
Despite a marked increase in mechanization, the 
coal industry—a major war beneficiary—finds it- 
self severely pinched by labor shortages (also by 
sporadic strikes) and production is barely sufficient 
to meet minimum requirements. Compared with nor- 
mal demand satisfaction, there is a definite defi- 
ciency, and the deficiency, moreover, is worldwide. 
Here at home, manpower losses are continuing de- 
spite liberalization of the draft deferment policy for 
coal miners, and equipment shortages also are grow- 
ing, thus a declining output is indicated over the 
coming months unless or until relieved by more ade- 
quate manpower supply. Right now, the WPB cau- 
tions against a possible winter shortage of as much 
as 25 million tons of bituminous coal. 

There is some hope that with a somewhat easier 
manpower situation during the second half of this 
year, this threatening deficit can be avoided; like- 
wise, an attempt is being made to take care of 
equipment shortages now that the green light has 
been given for stepped-up production of essential 
machinery. Ultimately, output should be on the up- 
grade. Last year, production rose 514% to a new 
high of 620 million tons only to decline subsequently 
with the result that 1945 tonnage is currently esti- 
mated at no higher than about 570 million tons, a 
drop of 7%. 

Once more adequate manpower is available at the 
mines, coal production should again approach if not 
exceed the war time peak and continue high for at 
least several years. Coal is short everywhere, and it 
will take time to reestablish the productive and com- 
petitive position of European coal industries in the 
world markets. Until then, there will be no lack of 
outlets for American coal. The complete overhaul- 
ing and modernization of (Please turn to page 271) 
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pmo G the Continent of Europe will be a major 
economic problem until the fall of 1946, by which 
time a more normal balance between the food sup- 
plies and the demand for them should be re-estab- 
lished. Since the stability of European governments 
will depend to a great extent on how well fed the 
masses are, the food situation will also influence 
future political developments. What is perhaps not 
often realized is that the Continent’s food problem 
is more a matter of distribution than of imports or 
of the means of payment. 

In the immediate prewar years, the Continent was 
able to supply around 95 per cent of its normal food 
supply. However, this high degree of self-sufficiency 
was possible because of extensive exchange of farm 
products among various European countries. More 
than one-third of their bread grains imports and 
almost one-half of their sugar imports originated 
from within Europe. The Continent had on balance 
a small exportable surplus of meat, but it required 
large quantities of feedstuffs from overseas for con- 
version into meat-producing animals. Besides such 
products as coffee, cocoa and citrus fruits, its de- 
pendence upon overseas supplies was the greatest 
in the case of oilseeds and vegetable oils. 

The 1944-45 crops on the Continent were, accord- 
ing to a recently published release of the Foreign 
Agricultural Relations Office, about 5 per cent below 
the pre-war averages. Such supply should permit, in 
view of the intervening rise of population to about 
85 per cent of the prewar per capita intake of energy. 
But the real state of affairs is quite different. The 
vast intra-European trade is broken as a result of 
the general disruption of communications and the 
cessation of trade between the Russian-occupied part 
of Europe and the West. As if this were not enough, 
internal distribution of farm products in most of 
the Continental countries has likewise collapsed, 
partly because of transportation difficulties and 
partly because of the unwillingness of the farmers 
to sell their products for depreciated paper money. 
This means that not until transportation facilities 
are restored and until urban population in individual 
countries produces enough consumers’ goods to sell 
to the farmers, will a better distribution of food- 
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stuffs be achieved. The third adverse development 

coneerns the availability of protein foods, oilseeds 

and vegetable oils. Here the deficit is relatively the 

most critical, because the Western Hemisphere sup- 

plies are short, and those from southeastern Asia 

are still inaccessible. 
* * * 

The resumption of our diplomatic relations with 
Argentina has already been followed by a number 
of constructive steps which promise to bring about 
a considerable improvement in the trade relations 
of the two countries. Our import quota of Argentine 
wool was doubled, while the export licenses to Argen- 
tina are being gradually given the same treatment 
as those to other Latin American republics. Argen- 
tine steamers will again call at New York; the ex- 
tension of American sailings to Buenos Aires is 
expected to be announced shortly. 

The most constructive development, particularly 
from the viewpoint of the critical shortage of fats 
and oils in Europe, however, was the arrangement 
whereby huge quantities of linseed, linseed oil, pea- 
nut seed and other vegetable oils which were to be 
burned as fuel, will be exchanged for American fuel 
oil and thus saved for human consumption. The 
basis of exchange is to be the relative heat pro- 
ducing capacity of linseed oil and fuel oil. It is ex- 
pected that the deal may eventually involve as much 
as 700,000 tons of oilseeds and vegetable oils and 
about 1,000,000 tons of fuel oil. The swap is being 
handled by the U. S. Commercial Company which is 
under the direction of the FEA. 

The exchange should prove beneficial all around. 
The East Coast crushers, whose supplies have been 
getting shorter, will be able to resume full scale 
operations. Moreover, competitive bidding on the 
part of Europe, which would have forced the prices 
upward, has been avoided. At the same time, the 
Argentine fuel situation, so bad that industrial and 
public utility operations had to be curtailed, is likely 
to be at least partially relieved. Argentina has been 
harried by a fuel problem ever since the outbreak 
of the war. On one hand the requirements, mainly 
because of the rapid industrialization, have ex- 
panded. On the other hand, the deliveries of im- 
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ported fuels, petroleum and coal have fallen off 
sharply. The coal imports, which before the war 
averaged about 4 million tons, were, for example, 
reduced to about 600,000 tons in 1943 and 1944. 
Argentina attempted to make up for the shortage 
of imported fuel by expanding domestic production 
of petroleum and by the use of emergency substi- 
tutes, such as corn and linseed oil. 

According to a quarterly publication, “Economica,” 
Argentina will have to import about 2,400,000,000 
pesos worth of raw materials and fuels to make up 
for the four years of subnormal imports. The more 
or less urgent imports of industrial machinery and 
equipment were estimated at about 900,000,000 
pesos. In other words, Argentina will require from 
abroad about $1 billion of goods besides her current 
requirements. According to the annual statement of 
the Central Bank, there were more than ample funds 
to pay for the deferred and current requirements. 
At the end of December, 1944, the combined gold 
and foreign exchange reserves reached the equiva- 
lent of about $1,530,000,000 and were distributed as 
follows: gold $1,110,000,000, blocked pound sterling 
balances $350,000,000, and dollars and other cur- 
rencies $70,000,000. 


* * * 


Next to Argentina, Cuba at present is probably 
the most prosperous Latin American country. The 
commercial bank deposits and circulation are re- 
ported to have reached some $860 million by the end 
of 1944 as compared with $230 million in 1939. The 
island’s external resources are also among the fastest 
growing. In April, the Cuban Treasury reported that 
it had on deposit with the New York Federal Reserve 
Bank some $145 million in gold, which is to be used 
as a reserve for a proposed central bank. Together 
with Government and private dollar balances and 
the dollar notes circulating on the island, Cuba 
could probably marshall between $500 and $600 mil- 
lion in gold and dollars. Only Argentine and Brazilian 
resources are larger. 

The accumulation of gold and dollar resources has 
been due to a succession of large export surpluses 
which amounted in 1943 to $173 million and to $217 
million in 1944. The probability is that this year 
there will be another large export surplus, although 
the sugar crop, damaged by a hurricane last fall and 
by the subsequent drought, is expected to be only 
3,900,000 tons as against 5,650,000 tons produced 
last year. However, the price which the Commodity 
Credit Corporation will pay to the Cuban producers 
was fixed at 3.10 cents per pound, compared with 
2.65 cents paid during the past three seasons. 

Cuba’s economy has been strengthened during the 
war. Her exports have been diversified and she raises 
considerably more food and manufactures a larger 
proportion of her consumers’ goods requirements 
than she did 25 years ago. Incomes are also generally 
better distributed and the standard of living has 
risen. But there is real danger that inflation will 
wipe out many of these achievements. The earlier 
laxity of price controls has favored black market 
operations; the measures intended to absorb the 
greatly expanded purchasing power have proved in- 
adequate. The result has been virtually a doubling 
of the cost of living in the last few years, demands 
for higher wages, strikes, rising costs, and all other 
phenomena accompanying an inflationary spiral. The 
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danger is that the high production costs are likely 
to stay and impair the island’s ability to compete in 
the postwar export markets, which is extremely im- 
portant since Cuba’s prosperity is directly dependent 
on foreign trade. 

The gold prices in Bombay, Alexandria and other 
Near Eastern markets continue to be sensitive to 
peace developments. In 1944, the Bombay price 
reached the equivalent of almost $65 per ounce in 
March, when the danger of Japanese invasion of 
India from Burma seemed most imminent. By No- 
vember 1944 the price was down to less than $50 
per ounce, principally because peace prospects, fol- 
lowing the rapid reoccupation of France, indicated a 
curtailment in Allied expenditures and in the pur- 
chasing power of the general public. The German 
break-through in Belgium last December sent the 
price upward to over $63 per ounce in December. 
According to the latest available quotation, gold sold 
in Bombay at about $60 per ounce early in May. The 
gold price in Alexandria, which was at one time as 
high as $90 per ounce, was down to about $65 per 
ounce a few months ago. 

The high premium commanded by gold in various 
eastern markets, has not signified, as it is often 
argued, a depreciation of the dollar in terms of the 
yellow metal. Rather it has been due to a combina- 
tion of special circumstances and developments. One 
factor has been the limited supply of metal. Since 
private exports and imports have been prohibited, 
gold is usually fed to individual bullion markets by 
central banks or governments in the respective coun- 
tries. For example, the Reserve Bank of India sup- 
plied in 1944 the Bombay gold market with about 
4.4 million ounces of gold valued officially at $154 
million; gold also was obtained either from the U. S. 
Treasury or the Bank of England. Another factor 
that has made for a premium on gold has been the 
greatly increased purchasing power of the general 
public in most of the eastern countries. Gold has 
been bid for in the absence of other investments or 
goods, or from fear of inflation. Hence when con- 
sumers’ goods are once more available or less surplus 
purchasing power is generated by war expenditures, 
the demand for gold should fall off automatically, 
and with it the price. 

There are signs that inflationary excitement in 
Egypt, Iran, Iraq, and Palestine is abating. The 
huge expansion of the means of payment in these 
countries has been due to the expenditures of the 
Allied armies, estimated at $2 to $214 billion, to 
export surpluses, and to the inflow of refugee funds. 
The bulk of Allied armies has been withdrawn by 
this time, more goods are now available to local con- 
sumers and various anti-inflationary measures have 
been taken. Prices have already fallen in Iraq and 
Iran; those in Egypt and Palestine are more or less 
stable. In India they have declined by about 15 per 
cent, chiefly because of larger crops and better dis- 
ribution. However, it will undoubtedly take some 
time to get the badly needed rice out of Burma, 
owing to the destruction of railway facilities and 
to shortage of shipping. At the same time, Allied 
expenditures in India are likely to continue at a high 
level and thus to provide support for gold prices in 
the Bombay market. 

(Please turn to page 289) 
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Forecast for the UTILITIES 


BY OWEN 


HE stringent regulatory measures which for- 

merly seemed to threaten the utility industry 
have so far either failed to materialize, or have been 
accepted by the industry and the investing public as 
an integral part of the utility program. Accordingly, 
the utility markets have continued their broad ad- 
vance and public fears regarding the adverse effects 
on earnings of the new regulatory measures and 
policies have been largely dissipated. 

A year ago the move was gaining headway in 
Michigan for drastic rate cuts or local taxes, directed 
particularly at several big utilities serving the city 
of Detroit and environs (Detroit Edison, Michigan 
Consolidated Gas and Michigan Bell Telephone). The 
State Utility Commission at first defended the utility 
companies against the cuts proposed by the munici- 
pal administration in Detroit (aided by the OPA and 
other Washington agencies). Later, however, the 
Michigan courts directed the Commission to consider 
Federal taxes as an avoidable expense. Hence the 
Commission finally ordered year-end rebates to cus- 
tomers, amounting in the case of Detroit Edison to 
over $10,000,000, on the ground that about six- 
sevenths of the loss would be offset by the saving in 
excess profits taxes. The other one-seventh to be 
obtained by elimination of emergency war-time 
charges. 

Instead of protesting against this “raid” on the 
Federal Treasury, to benefit local utility consumers, 
Secretary Morgenthau approved the idea (which of 
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course tied in with the prevailing anti-utility policy 
at Washington). Utility commissions in other states, 
particularly in California, took up the idea and for a 
few months it appeared that it might grow into a 
nation-wide policy. However, saner ideas evidently 
prevailed and little has been heard in recent months 
pointing to a spread of such policies. Detroit Edison 
suffered a sharp shrinkage in earnings (81c in the 
twelve months ended March 31, 1945 compared with 
$1.42 in the corresponding previous period), but this 
appears to be an isolated result. 

The Federal agencies have succeeded in recent 
years in gaining a number of converts among the 
state commissions to their anti-utility policy. But 
the pendulum has now begun to swing the other 
way. The Pennsylvania State Commission several 
months ago handed down a surprisingly favorable 
rate decision for Pennsylvania Power & Light. In 
this decision the Commission fully recognized the 
heavy burden placed on utilities by Federal taxation, 
and made offsetting adjustments in the allowable 
rate of return. Instead of using the findings of the 
Federal Power Commission with respect to “original 
cost” of plant account, it adopted for rate purposes a 
substantially higher amount as the “fair value” of 
the plant. Moreover, it approved a more generous 
rate of return than some other commissions and 
courts have allowed in recent years. As the net result 
of these factors the company, instead of facing an 
immediate rate cut as might have been feared be- 
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cause of the pending reduction in plant account, will 
be permitted to increase its earnings above the 
present level by a reasonable amount before any 
question of a rate reduction will be faced. This 
means that any downward readjustment in Federal 
taxes after the war will not be lost to the company 
by corresponding rate reductions. 


The Federal agencies have not noticeably changed 
their programs as yet, but some of their more “ruth- 
less” policies are being pushed somewhat less ag- 
gressively and their influence with the state com- 
missions appears to be on the wane. For example, a 
year ago it was feared that many important utili- 
ties, particularly the subsidiaries of holding com- 
panies, would be required to increase their deprecia- 
tion reserves very substantially in order to meet the 
requirements of a new theory which was coming 
into fashion—retroactive straight-line depreciation. 
NARUC (the National Association of Railway & 
Utility Commissioners) published a lengthy report 
on depreciation accounting in which the suggestion 
was made that such a policy might be advisable. 
Possibly as a result of widespread criticism, how- 
ever, the Commission later intimated that it did not 
necessarily favor universal application of the theory 
to utility accounts ov a retroactive basis. 


In the meantime the Public Service Commission 
of New York State, acting apparently on the initia- 
tive of its chairman and not necessarily in coopera- 
tion with NARUC (with which it has not been ac- 
tively associated) proposed that the Niagara Hudson 
Power System should be ordered to increase its de- 
preciation reserve by some $65,000,000. The amount 
was arrived at by an expert witness testifying for 
the Commission, and was based on his method of 
applying the straight-line theory retroactively. The 
proposal was made in connection with the company’s 
application for aproval of a merger-recapitalization 
plan. The company has apparently dropped the plan 
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and nothing further has been heard regarding the 
depreciation proposal. At present attention is cen- 
tered on recapitalization of a sub-holding company, 
and the SEC is, temporarily at least, “running the 
show.” Thus far the SEC has not actively supported 
the new theory regarding depreciation, although in 
the past it has advocated larger annual charges for 
the reserve. 


Other state utility commissions have apparently 
shown little interest in the new idea and it is hoped 
that it will be abandoned. Even if generally applied, 
however, it would have no immediately adverse ef- 
fects in the great majority of cases, since corporate 
surplus could be drawn upon to increase the reserve. 
In some cases, however, this might prove inadequate 
and it might be necessary to change the capital 
structure in order to prevent a resulting balance 
sheet deficit. The real danger would, of course, lie in 
the substantial rate cuts which might result from 
rigid application of ‘fair return” to a sharply low- 
ered rate base. 

A similar tendency to reduce the rate base has 
arisen from the Federal Power Commission’s theory 
of original cost as the “cost 
when first devoted to public ser- 
vice.” This meant that the utility 
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usually insisted on an immediate 
elimination of the entire amount 
in excess of “original cost.”’ The 
’ commissions are usually satisfied 
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if the inflated portion of the ac- 














count is cancelled —i.e., the 
amount in excess of cost of ac- 
quisition. The excess of acquisi- 
tion cost over original cost can 
usually be amortized over a 15- 
year period and in some cases 
the companies have not been 
pressed to remove it from the 
balance sheet. This latter amount 
represents actual funds invested 
in buying properties from other 
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e e e 
1944 Key Statistics and Ratios on... 
Electric-Gas 
Common. Cons. Detroit 
Edison Edison Edison 
PLANT VALUE iitansitiehlittaianea $738 $1,246 $351 
Depreciation 185 148 77 
PRIOR DIS 1508 NOW 1). A ei OSU n ees Ln eee VW N.A. 7 
clk lp ES (|, Sea ee Sere nr ent Ree neta OU Ce UreINiey AOE : Ae : 542 1,098 267 
CAPITAL RATIOS—RATIO OF SENIOR SECURITIES TO NET PLANT....... ee : ase 59.0% 41.1% 50.1% 
Senior securities to total capitalization... 2 46.2 37.5 46.2 
Preferred Stock to total capitalization eR Tei ntech are, rte ee mers My Deets. eter = 16.6 ee 
Common stock to total capitalization (jf)... itn Nene ep eeertens ; 53.7 46.9 53.8 
ANALYSIS OF REVENUES—ELECTRICITY % fete, Be cts : 90.0% 79:27, 97.0%, 
Gas % ENON 10.0 14.6 6 
Transit % p s nee Nee 
Miscellaneous % 6.2 2.4 
INCOME ACCOUNT—GROSS REVENUES naan rae wee = : $188 $288 $83 
Operating expenses incl. pur. power or gas)... SGT a heeiite Ene seein eee ee ae 2 75 112 40 
Maintenance : & xa puatie  n ; pee erin ee, VW 28 6 
IN a aa oe = : 20 34 W 
Taxes—Federal Income : = 14 17 3 
Taxes Excess Profits PS ane 
Taxes Other 23 49 8 
Net operating income (after all taxes) 34 48 VW 
Fixed charges, etc. (less misc. income) 12 18 5 
Net income 22 30 6 
EXPENSE RATIOS 
Ratio depreciation to gross revenues 10.6% 11.8% 13.2% 
Pacmpnonce Bo trORE TOveRURS 2 5.8 97 ie 
Combined ratios i ee : 16.4 21.5 20.4 
204 oe ie ein Se 6, ee bes en eee ee une ae nee 82.0 83.4 86.8 
EARNINGS RATIOS 
Ratio net operating income to net plant account 6.2% 4.3%, 4.1% 
Number times fixed charges earned after taxes 2.7 2.7 2.3 
Number times fixed charges and preferred dividends earned after taxes 1.7 
Earned per share on common stock in 1944 $1.78 $1.70 $1.03 
SOURCE OF ELECTRIC POWER—PERCENT PURCHASED 
CL ES ee ie Ree ct kt > ee ue 
Percent steam 100% 100% 100% 
SALES OF ELECTRIC POWER (DOLLARS)—% OF TOTAL 
Residential 32% 32% 33% 
Commercial 19 29 23 
Industrial 34 24 39 
Other . 15 15 5 
RESIDENTIAL ELECTRIC DATA 
Average residential revenue for KWH sive 5.2¢ 3:le 
COMMON STOCK—Price about 30% 30 22/4 
Price-Earnings Ratio 17.2 17.6 21.6 


*1943 statistics. 


i—Figures are frequently incomplete, and effort has been made to find the approximate adjustment needed to reduce to original cost. 








companies. The increased amount paid (as compared 
with original construction costs) may well be justi- 
fied by increased land values, higher material and 
labor costs, interconnection and other benefits of 
system-building, etc. On the other hand, there may 
be some promotional profits involved, resulting from 
the numerous purchases and sales of properties in 
the 1920s. 

The whole question of write-offs and plant amor- 
tization has been handled very irregularly. The 
Federal Power Commission has primary accounting 
jurisdiction over holding company subsidiaries or 
others doing an interstate business, but the SEC has 
assumed practical jurisdiction in many cases where 
holding company subsidiaries were in process of re- 
capitalization, or engaged in refunding operations. 
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Independent operating companies, coming to the SEC 
under the Securities Act of 1933 for approval of 
refundings, have been much less affected. The SEC 
has doubtless cooperated with the FPC in effecting 
plant write-offs; at least there has been no indica- 
tion of disagreements between the two Commissions. 
The State Commissions have major supervision over 
the independent intrastate companies, making up 
perhaps one-third to one-half of the utility com- 
panies. They have cooperated in some cases with the 
FPC and SEC, but in other cases have shown an in- 
dependent attitude. In general they have not pressed 
the utilities for readjustments in plant account ex- 
cept where they have been “pushed” by Federal 
agencies, or where they have worked closely with 
Washington. 
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Operating Cos. 


Pacific Pacific Amer. *Amer. Columbia *Commonw. 
6. & E. Ltg. Gas & Elec. Pwr. &Lt Gas&Elec. & Sou. 
$833 $219 $577 $774 $593 $1,067 
182 85 102 95 189 129 
N.A. 8 N.A. N.A. N.A. 93 
651 126 415 679 404 845 
46.0% 35.3% 55.1% 52.8% 35.4% 53.2% 
45.7 33.0 52.3 49.4 38.5 45.2 
ZU 31.5 24.6 37.4 46.5 35.6 
32.4 35.5 23.1 13.2 15.0 19.2 
70.8% ee 99.2% 85.9% 30.1% 83.5% 
28.4 100.0% : 8.9 61.6 8.5 
8. pay 8 5.2 5.9 15 
$151 $64 $119 $134 $137 $201 
45 25 Af 51 57 67 
5 5 8 N.A. y, 11 
21 8 14 12 15 23 
17 5 8 20 8 10 
14 8 10 deckiok 13 23 
14 5 12 10 10 24 
33 8 25 si 25 43 
1 2 13 26 11 31 
22 6 12 15 14 12 
13.8% 12.5% T7y 9.0% 10.9% 11.4% 
3.3 7.8 6.7 N.A. 5.1 5.4 
i721 20.3 18.4 9.0 16.0 16.8 
78.2 87.5 79.0 69.4 81.8 78.6 
5.0% 6.3% 6.0% 6.0% 6.1% G.E% 
2.7 3.3 2.1 1.6 2.4 1.4 
1.6 2.4 . 1.8 1.1 1.4 1.09 
$2.18 $3.31 $2.32 $1.81 $.59 $.11 
1 ree or ees Sian 
AO oe sas (i a oo s ‘acini 
8 92 psi ae ee 
29%, tos 28%, 31%, 31%, 33%, 
51 peek nal 13 27 12 pone 
a 46 30 37 ies 
/ eee 13 12 22 ae 
3.0c : 3.6¢ ooo 3.3¢ 2.9¢ 
38!/, 51% 36l/, 5'/, 6l/, 1 
17.6 15.6 15.6 2.8 10.5 9.1 


j—Common stock equity has not been adjusted for plant write-offs. 


N.A.—Not Available. 


.. Important Utility Companies and Systems 


Electric-Gas Holding Cos. 


*Electric Engineers  *National Niagara Hud. North Pub. Svce. 
Pwr. & Lt. PublicServ. Pwr. & Lt. Power American of N. J. 
$517 $263 $430 $543 $658 $648 
84 39 50 91 173 147 
N.A. N.A. N.A. N.A. N.A. N.A. 
430 224 380 452 485 501 
41.5% 46.4%, 50.0% 45.3%, 50.5% 44.0% 
42.6 54.7 48.3 40.5 44.5 40.1 
40.4 28.4 20.8 34.6 30.0 34.3 
17.0 16.9 30.9 24.9 25.5 25.6 
36.2% 72.4% 85.3% 68.7% 77.0% 54.6%, 
38.5 3.4 2.4 40.4 3.0 19.6 
14.1 22.4 10.9 eee 10.0 25.8 
11.2 1.8 1.4 9 Ca § 4. 
$132 $72 $83 $115 $171 $184 
45 27 36 42 71 79 
6 5 6 8 12 16 
22 6 6 12 17 14 
19 8 5 12 14 
7 17 4 10 9 
12 5 16 22 21 
27 14 18 26 28 31 
21 7 13 21 10 16 
6 7 5 5 18 15 
16.6% 8.3% Ley 10.4%, IS 7.6% 
45 6.9 72 6.9 7.0 8.7 
ar. 15.2 14.4 17.3 16.9 16.3 
79.6 80.6 78.3 97.4 83.7 83.2 
6.2% 6.2% 4.7%, 5.7%, 5.7%, 6.1% 
1.3 2.1 1.3 1.3 y as 
1.0 1.5 1.3 1,2 1.8 1.2 
$.20 $2.50 $.80 $1.31 $1.69 $1.06 
5% ee 17% ; har 
none 36 Paneer 50 on 
59 eae 33 
31% 38%, a 
25 30 
29 24 63% 
15 8 
s.7¢ 2.7¢ 3.3¢ 2.9 one 
6% 24 VW 5 24 21 
34.3 9.6 13.7 16.1 14.2 19.8 








Write-offs are not dangerous to the utilities ex- 
cept as they result in a lower rate base and drastic 
rate cuts. Thus far the State Commissions have not 
cut rates drastically, except in a few cases, as a re- 
sult of readjustments in plant value. We have al- 
ready noted that the important Pennsylvania Com- 
mission refused to follow the lead of the Federal 
Power Commission; and Chairman Maltbie of the 
New York Commission recently quarreled with the 
FPC over its encroachment on states’ rights. In 
some States, as in Texas and Florida, there is no 
statewide regulatory body; and in others rate regu- 
lation is a matter of occasional negotiation with the 
companies rather than the application of cut and 
dried formulas. 

Hence, while the novel accounting and regulatory 
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theories advanced by the Federal agencies have 
done some harm, the actual results have been less 
severe than feared. Residential rates have continued 
to decline in every year of the past 32 with only 
three exceptions—1918 and 1924-5. Many rate cuts 
have been voluntary rather than oP result of com- 
mission orders. The late Wendell Willkie, when 
President of Commonwealth & Southern, made dras- 
tic rate cuts but at the same time pushed the sale 
of electric appliances, and his subsidiaries continued 
to prosper. 

Despite the fact that the average residential rate 
per kwh has been cut in half since 1926, the average 
householder now uses nearly three times as much 
current and his annual bill averages $40 compared 
with $30 in 1926. (Please turn to page 279) 
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TYWURING the past year the utility holding com- 

pany stocks have been one of the outstanding 
groups marketwise. An average of 16 holding com- 
pany stocks has advanced from last year’s low of 
56 to a recent high of 83, a gain of nearly 50% as 
compared with an increase of 23% for the Dow 
Jones Industrial Average. There have been many 
remarkable gains in individual issues — for exam- 
ple, Illinois Power has jumped from last year’s low 
of 414 to the recent high of 2514; Standard Gas & 
Electric $6 Preferred from 33% to 80; Electric 
Power & Light 2nd Preferred from 4614 to 105; 
New England Public Service $6 Preferred from 18 
to 70; ete. Even during 1945 some low-priced issues 
such as North American Light & Power have ad- 
vanced several hundred percent. 

The gain in the utilities has not been confined to 
the highly speculative holding company issues, how- 
ever. High-grade operating company stocks have 
also enjoyed good gains price enhancement; Con- 
solidated Edison for example is now around 30 com- 
pared with last year’s low of 211%. Yields on high- 
grade long-term utility bonds have dropped to 
around the 214-234,% level, almost as low as “gov- 
ernments.” Preferred stocks have advanced smartly, 
with many investors turning to this group to im- 


prove the income from bonds. 

The advance in utility stocks is 
now entering its fourth year (most 
of the holding company issues re- 
corded their historic lows around 
April, 1942). Over a period of two 
decades the trend in utilities as 
compared with industrials has been 
as follows, using 1926 as 100: 

Re- 
1926 1926 1932 1942 seat 
Avg. High Low Low Level 
All Groups ....100 227 32 58 112 
Utility Holding 

Companies ...100 471 37 
Utility Operating 

Companies ...100 338 70 46 95 
Compared with the 1942 lows, 
utility holding companies have 
done much better than the aver- 
age stock (most of them are of 
the fast-moving “leverage” type). 
while the operating stocks have 
done somewhat better than the rest 
of the market. But compared with 
the levels of 1926, 1929 and 19382, 
the utility stocks have made a rel- 
atively poor showing due to three 
adverse factors; Drastic regula- 
tion, competition from public 
power projects, and heavy taxes. 
The utilities have more than ful- 
filled the earlier expectations of 
rapid growth, but the increased 
profits have been siphoned off for 
the benefit of residential consumers 
and the Federal treasury. 

The recovery in utility equities 
in the past three years has re- 
flected principally a return of con- 
fidence rather than increased earn- 
ings. The average operating company showed about 
the same earning power in 1944 as in 1942; the 
holding companies, however, have made substantial 
gains in some cases due to favorable provisions of 
the Federal tax law. Price-earnings ratios of the 
high-grade operating company stocks have returned 
to an average level of about 15 times earnings. 
Some of the New England utilities such as Boston 
Edison and Connecticut Light & Power sell at 18-20 
times earnings, and it seems likely that most other 
high-grade issues, especially those with long-estab- 
lished dividend records will sell at similar ratios 
eventually. This would mean a rise of about 25% 
in issues such as Commonwealth Edison, Consoli- 
dated Edison, Consolidated Gas of Baltimore, Paci- 
fic Gas & Electric and Southern California Edison, 
which currently average about 16 times earnings. 

High-grade utility stocks, instead of yielding 
414%-514% as at present, may eventually yield 
about 4%-414%. The second-grade and unseasoned 
issues would yield perhaps 414%-6% instead of 
5%-714% as at present. This is looking at the 
matter from an investment angle, and comparing 
common stock yields with sharply reduced yields on 
bonds and preferred stocks. There is a growing 
move to open up the common stock investment 
(Please turn to page 254) 
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Highlights of Integration 

















Programs for Utility Holding ———____"—— 


Companies 


American & Foreign Power filed a recap plan 
with the SEC on October 26th, 1944, proposing 
to give each share of the second preferred stock 
half a share of new common, while the 7% first 
preferred would get $80 in bonds, $20 cash and 
half a share of common. Holders of the second 
preferred appear hopeful that the plan will be 
“sweetened” in their favor, despite large conces- 
sions already made by Electric Bond and Share. 

American Gas & Electric, one of the “solid” 
holding companies, must dispose of two outlying 
properties, Atlantic City Electric and Scranton 
Electric, which may be done in the near future. 

American Power & Light has not been able to 
retire its remaining bonds and little progress 
has been made with the one-stock recap plan. 
Some cash is being put into subsidiaries to im- 
prove their financial set-up. Due to the many 
accounting and finance problems of subsidiaries, 
integration progress may prove slow. 

American Water Works’ integration plan was 
approved (in principle) by the SEC nearly eight 
years ago, but only minor details have been car- 
ried out. Eventually the important sub-holding 
company, West Penn Electric, will probably have 
to be dissolved and its publicly-held securities 
retired, possibly by exchange for Water Works 
securities. 

Associated Gas & Electric merger-recap plan was 
approved some time ago by the SEC and the 
Federal Court, but (due to bankruptcy proceed- 
ings) a vote by security holders is also neces- 
sary. Trading in the new common stock (when 
issued) will probably be delayed until final con- 
firmation by the court. Present prices for the 
old bonds indicate a liberal appraisal of the new 
stock. 

Cities Service Company is making rather slow 


headway with its overall integration plan, 
though the principal sub-holding companies, 


Cities Service P. & L. and Federal Light & Trac- 
tion, have made substantial progress. It looks as 
though another year or so would be required to 
complete the top company’s divestment program 
and refunding. 

Columbia Gas & Electric has three recap plans 
—the official one presented some months ago to 
the SEC, another proposed by United Corp. 
(which holds one-fifth of the common stock), 
and a third recently proposed by a stockholders’ 
group. The SEC has not yet reported its find- 
ings. The two electric properties must be dis- 
posed of, either by sale or distribution, or by 
offering rights to stockholders. The financial 
set-up is sound but can be improved in the in- 
terest of common stockholders. 

Commonwealth & Southern’s plan to distribute 
the stocks of its important northern  sub- 
sidiaries, plus a new common representing con- 
tinued ownership of the southern group, is still 
on the SEC doorstep. The assets would be dis- 





tributed 85% to the preferred and 15% to the 
common. 

Electric Power & Light has made substantial 
progress in its integration program over the 
past year. Idaho Power was sold, United Gas re- 
capitalized and other subsidiaries refinanced. 

Middle West has been busy selling properties, 
refinancing, etc. but still faces major problems 
in the recapitalization of Central & South West. 
A good part of the system will be liquidated, 
with distribution of cash or securities to stock- 
holders. 

National Power & Light, according to recent un- 
official reports, may raise some $18,000,000 
through sale of “rights” to its own stockholders 
to buy the stock of its principal subsidiary, 
Pennsylvania Power & Light. This would re- 
lease the stocks of Carolina P. & L. and Birming- 
ham Electric for distribution. 

Niagara Hudson Power's merger-recap plan, 
presented to the New York Commission some 
time ago, has apparently been “scrapped.” How- 
ever, progress is reported on plans to recapital- 
ize the major sub-holding company, Buffalo, 
Niagara & Eastern; some compromise by the 
year-end is apparently expected between the 
claims of “Benny” $1.60 (second) preferred and 
those of the junior stocks held by Niagara Hud- 
son Power. 

North American Company's plan has been before 
the SEC for over a year and a half, without 
action. Recently the company proposed to sell 
about half its holdings of Pacific Gas and retire 
one of its preferred stock issues, but sale of 
the stock was held up by the SEC on the grounds 
that the single bid was unsatisfactory. 

Standard Gas & Electric’s plan was approved by 
the SEC last fall but the Federal court at Wil- 
mington disagreed over treatment accorded 
bondholders, and the case is now on its way to 
the Supreme Court. 

United Corp.’s second exchange tender offer, to 
retire another block of its preferred stock, has 
been ordered modified by the SEC. Eventually 
the management proposes to convert the big 
holding company into an investment trust but 
this will take some time to work out. 

United Gas Improvement wants to continue in 
business, having distributed a substantial part 
of its assets. The remaining portfolio includes 
sizeable holdings in the Niagara Hudson system 
and other non-income securities, plus gas sub- 
sidiaries, ete. 

United Light & Railways has finally lopped off 
the top holding company, United Light & Power. 
One sub-holding company, American Light & 
Traction, may eventually liquidate, though it is 
currently proposing a huge investment in a new 
pipe line project. The other, Continental Gas & 
Electric, has made substantial integration prog- 
ress. The system has few financial problems. 
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field to life insurance companies (this has already 
been done in some states) as well as to fiduciary 
funds. Open-end investment trusts have been grow- 
ing rapidly in the past year and their preference is 
for listed equities because of better marketability. 
For this reason the old-line listed utilities will 
doubtless continue to maintain their present price 
advantage over the newer unlisted issues, despite 
the fact that the latter may (statistically) be more 
attractive. 

However, this anticipated potential advance, 
premised on the present spread between utility 
bonds and utility equities, does not fully discount a 
possible return of the group to the category of 
“growth: stocks.” It was the growth idea which 
sent chain stores, chemicals, utilities, aircrafts, etc. 
to crazy heights in the 1920s; the chemicals are 
about the only group which still reflect the idea 
marketwise though, of course, there are many in- 
dividual issues which still sell at very generous 
price-earnings ratios on growth expectations. 

In the 1920s growth was based on expectation of 
regularly increasing sales and earnings. What the 
market did not foresee was that taxes would in- 
crease just as steadily. Following is a comparison 
(in millions of dollars) of the electric companies’ 
revenues, net before taxes and net after taxes in 
the key years used above: 


Net Net 
Years Revenues Before Taxes After Taxes 
1926 $1,415 $533 $400 
1929 1,817 760 585 
1932 1,718 707 506 
1942 2,609 i hi bogey 499 
1944 2,955 1212 509 


Had taxes increased only in relation to the size 
of the business as reflected in revenues, remaining 
around 10% of gross as in the 1920s, net income of 
the utilities in 1944 would have approximated 
$916,000,000 compared with $400,000,000 in 1926. 
The growth in net would have been 120% compared 
with the increased of 110% in gross. This was the 
kind of gain which the 1929 markets envisaged. An 
average gain in earnings of 7% per annum over a 





long period of years (somewhat less on a compound 
basis) obviously would justify much higher price- 
earnings ratios for common stocks than if earnings 
were merely steady. 


Do the utility stocks still possess the same in- 
herent growth characteristics which they had in 
the 1920s? Have not taxes reached a maximum 
level in relation to gross (the ratio has now been 
steady for three years), and isn’t it possible that 
there will be a declining ratio of taxes to gross in 
the post-war period? Even if the utilities’ natural 
rate of growth is slowed down (as compared with 
the last two decades), a moderate future growth 
coupled with a gradual improving tax ratio would 
permit reasonable gains in net earnings and open 
up a further vista of improving price levels. 

There is one factor which may slow any such 
advance over the next two or three years. Many 
new operating company equities are being released 
by the break-up of the holding companies. Recently 
five new wate: works stocks, two gas utility stocks 
and one electric company stock were offered to the 
public, reflecting holding company break-ups. An 
offer of 700,000 shares of Pacific Gas & Electric, 
representing about half of North American Com- 
pany’s holdings, was withheld from the market 
because of SEC disapproval of the single bid sub- 
mitted by a large group. There will probably be a 
constant trickle of these offerings as long as the 
market remains in healthy condition and the present 
program for dissolving the holding companies is 
continued. This will partially satisfy any public de- 
mand for utility operating stocks, especially as most 
of the new over-the-counter issues will probably be 


’ sold to individual buyers rather than institutional 


purchasers. 

Thus far we have discussed the outlook for the 
operating company stocks. The holding company 
issues naturally have greater leverage and enjoy 
wider market swings. As we have seen in the table 
showing the historic moves of the two groups, the 
holding companies usually advance or decline about 
50% faster than the operating company group. 
During the period 1933-42 (Please turn to page 277) 














@ e e a e e 
Statistics on Other Leading Utilities 
Gross Federal Times Fixed Overall Earned | 
Revenues Taxes Charges Coverage per Share Recent 1944 
(millions) (millions) Earned* Pfd. Div.* (Common) Price Cash Yield 
1944 1943 1944 1943 1944 1943 1944 1943 1944 1943. (About) Div. (About) 
ELEC.-GAS OPER. COS. 
Boston Edison i $46.3 $43.6 $63 $ 6.1 $43 $ 42 No Pfd. $2.11 $2.18 41 $2.00 4.8%, 
Consol. Gas (Balto.)... 54.0 51.5 rf ae 3.5 B5- $23: 73423 4.33 4.34 77/4 3.60 4.6 
Consol. Natural Gas... 63.9 62.3 1.1 6.3 LE. one No Pfd. 2.80 4.14 36/4, 2.00 5.5 
El Paso Natural Gas... 7.9 a 1.4 1.3 6.6 6.5 §.2 5.2 3.58 3.49 38 2.40 6.3 
So. California Edison............... 63.9 57.1 17.5 13.1 ase 2.9 1.5 1.4 1.67 1.44 30 1.50 5.0 
Washington Gas Light... 14.1 13.7 a - 2.4 2.5 1.6 ez 2.08 2.21 27 1.50 65 | 
ELEC.-GAS HOLDING COS. | 
Amer. Light & Traction.............$48.0 $478 $53 $54 $2.7 $25 $2.1 $2.0 $1.40 $1.35 193%, $1.20 6.0% 
Amer. Water Works... 77.7 74.1 7.8 12.2 1.3 12 12 1.1 1.36 1.10 127% Nil een 
Electric Bond & Shareb.............. = a 8.9 Pe 2.5 ess pera 1.7 bey 1.41 1.85 13'/, Mal ks 
Federal Light & Traction... 11.0 10.8 1.7 Jey 2.3 2.6 | 7 def.35 — def.37 22 1.75 7.9 
Middle West Corp... 87.1 81.) 142 120 12 «13 No Prd. 1.07 1.21 15Yp 2.50(c) 165 
United Gas Impr. . 18.0 17.5 2.7 2.5 2.1 7.8 No Pfd. 56 3.63!a) 15% 82(b) 5.1 
tParent company report. *After income taxes. 
a)—After allowing for pfd. due up to June 30, 1943 and based on present stock outstanding. 
b)—1/20 share Delaware Power & Light common, or .72 per share. | 
c)—Includes $2.00 capital distribution. | 
| 
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New 
Postwar Outlook 


for 
Communications 


Companies 


BY STANLEY DEVLIN 


ipl the modern world, whether for purposes of peace 
or war, facilities for rapid communication are one 
of the most basic essentials. During the last few 
years of unprecedented national effort, the demands 
put upon these services — the telephone, telegraph, 
radio and cable— have been enormous. And they 
have been well-served. There has been no failure. 
Giving fullest cooperation in the national cause, no 
significant degree of emergency governmental regu- 
lation, for war purposes, has been required; and, 
with the excess profits tax largely confiscating war- 
born earnings of most companies, there has been 
something like a tacit moratorium on new moves for 
lower rates by the regular Federal and state control 
agencies. 

Except in the telephone plant, there has been no 
important war-time expansion in capacity. Other- 
wise — and also in large degree with telephonic com- 
munication — it has been a matter of much more 
intensive use of pre-war communications capacity. 
In five years since 1939 the number of installed Bell 
System telephone instruments increased from 16,- 
535,804 to 21,580,345, an expansion of 5,044,541 or 
over 31 per cent. That exceeded the 14-year gain 
between 1925 and 1939 — and yet left the supply of 
telephones over 1,000,000 less than the clamorous 
demand. Expansion of central station facilities has 
necessarily lagged. 

A measure of the unusual intensity of use of com- 
munications facilities in war-time is provided by the 
statistics of gross revenue. For the Bell System, 
1944 gross of $1,770 million was $563 million, or 
about 50 per cent, more than in the pre-war year 
1939. Toll revenue of about $733 million was an in- 
crease of $401 million, or 120 per cent. Western 
Union’s 1944 gross ($185.9 million) was about 94 
per cent more than in 1939. 

Comparable statistics for American Cable & Radio 
are not available, since this company was formed 
late in 1939 to take over the cable and radio prop- 
erties of the old Postal Telegraph & Cable, following 
the latter’s merger into Western Union. However, 
even since 1940 the company’s cable gross has in- 
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creased from $8.44 million to $15.13 million or by 
over 79 per cent, while the 1944 total gross of $20.10 
million was an increase of about 62 per cent over 
1940. In contrast, the telephone operating revenue 
of the International Telephone & Telegraph Corpo- 
ration has increased only a bit over 16 per cent dur- 
ing the war period, and the most dynamic change 
has been on the manufacturing side. As we shall see 
further along in this article, the communications 
interests of the Radio Corporation of America are 
small, as compared both with its manufacturing 
revenues and those from its broadcasting subsidiary, 
the National Broadcasting Company. 

It goes without saying that the volume of business 
for the communications companies will hold at a 
high level for the rest of this year, or for whatever 
period the continuing war with Japan provides ex- 
traordinary stimulus. However, the rise in gross 
revenue probably has already reached, if not passed, 
its peak for the war period, while operating costs 
are still gradually advancing. For this field as a 
whole, there is no question that 1945 earnings will 
be less than in 1944, although, because of heavy tax- 
cushions — with the exception of the telegraph and 
cable enterprises — changes will be small. 

What about the longer outlook? To discuss it for 
the communications industry as a whole would be 
largely fruitless, for the different services vary 
greatly in status and potentiality. So it would be 
better done in terms of the individual companies, 
beginning with American Telephone and the Bell 
System. For proper perspective, it should be noted 
that the telephone business — both in capital in- 
vested and dollar volume — literally dwarfs the 
combined telegraph, cable and radio communications 
business; and that the Bell System does over 90 per 
cent of the telephone volume in this country. To be 
specific, in a typical year, gross revenue from tele- 
phone operation (all companies) is over ten times 
greater than combined gross for telegraph, cable and 
radio communications services; and Bell System 
gross is about nine times greater 

Telephone facilities are not over-built in relation 
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to prospective needs. There will be some further rise 

in total number of installed instruments to catch up 
with accumulated demand, but this will be moderate 
as compared to the war-time expansion of tele- 
phones. The biggest present deficiency is in central 
station equipment. President Walter S. Gifford has 
-Stated that the Bell System will spend around $1,- 
000,000,000 in the post-war period for new plant and 
equipment to meet peacetime needs. That is a large 
sum, but it is not stated over what length of time 
the program will be carried out. Bell System capital 
investments have always been large under dctive 
business conditions. They exceeded $1,000,000,000 
over the six-year period 1939-1944. They exceeded 
$1,650.000,000 over the six-year period 1925-1930. 

In the nature of the business, expansion in the 
number of telephone instruments in service involves 
an increasing plant investment per telephone. Thus, 
investment per telephone increased from about $232 
in 1935 to $255 last year. These are revised figures 
to conform with Federal Communications Commis- 
sion regulations. Earlier company figures had 
investment — unless operating cost per instrument 
for instance, $317 in 1934, against about $210 in 
1925. Whatever the precise figure, the trend is up. 
Since rates can not be raised, telephone companies 
are confronted with a law of diminishing return on 
investment — unless operating cost per instrument 
is adequately reduced through technological prog- 
ress, or unless there is a larger gross per instrument 
as a result of more intensive use. The latter can not 
be counted on. The former has thus far stood the 
industry in good stead. 

The development of dial instruments is an out- 
standing example. However, Bell System is already 
on about a 65 per cent dial-phone basis, so that the 
opportunity for economy on this score is shrinking. 
Another example is the development in recent years 
of the coaxial cable, thus far only in limited use, 
through which a single wire can carry over 200 
telephone calls simultaneously. What the limits of 
technical progress might be, this writer certainly 
will not venture to guess; and it is obviously an 
open question whether, over the long term, such 
progress will continue to permit American Telephone 
to hold its own against the eroding forces which are 
always at work on the profitability of regulated 
public utilities. 

In its nature, the business invites, and justifies, 
monopoly operation. The surprising thing is not that 


the Bell System does 90 per cent of the domestic 


telephone business, but that it does not do still more § 


of it. But such a business is always on the defensive. 
The employees press for higher wages and salaries; 
the regulatory agencies press for lower rates. It is 
out of the question that there can be any growth 
trend in the per share earnings of A. T. & T. The 
one certainty about the $9 dividend, paid for many 
years, is that it will never be increased. No one can 
say it is certain that it will never be decreased — 
though it looks safe for the foreseeable future. 

We have said that the demand for telephones has 
not reached its peak. That is true, but a pertinent 
qualification is in order. The company’s revenue de- 
pends not only on the number of connected instru- 
ments but, very importantly, on the intensity of 
their use: that is, on the number of calls made. It is 
most improbable that peacetime gross intake per 
telephone instrument will ever be as high as it is 
right now. 

Toll revenue, especially, is abnormally high; and it 
would be a gold mine, if there were no excess profits 
tax. At $733 million last year, it accounted for over 
41 per cent of total revenue, against about 28 per 
cent in the pre-war year 1939. 

Therefore, it is probable that there will be some 
decline in gross revenue in the readjustment to 
peace, even as telephone instruments connected in- 
crease somewhat further. Of course, normal growth 
will in time take gross revenue above the war-time 
peak, but over how long a period of time is conjec- 
tural. Much, obviously, depends on the still unan- 
swered question whether this country can attain — 
aside from a temporary “catching up” activity — an 
adequate /ong-run level of employment and national 
income. 

Bell System profits, according to A. T. & T. ac- 
counting, did not quite cover the dividend last year: 
and have been moderately less in the war period as 
a whole than in active pre-war years. Quite a few 
Bell System companies are paying lower dividends 
than before the war. There can be no important 
change in earnings as long as the present excess 
profits tax is in effect. For instance Bell System 
companies paid $192.8 million in E. P. T. last year. 
while net income was $176.7. For this reason, a fur- 
ther rise in telephone wages —as is very likely — 
will not cost the System very much on a net basis. 
Moreover, there is a fair chance that the telephone 
industry will gain more from eventual elimination of 








——= 


(a)—Company organized late in 1939. 
| {b)—Bell System figures. 


Statistics on Communications Companies 


| — Gross — Price 
| Revenue — Oper. — Taxes —: Earned Per Share — — Dividend— Recent Earn. 
( Millions) Ratio (% of Gross) . Avge. Avge. Price Ratio Yield | 
| 1944 1943 1944 1943 1944 1943 1944 1943 1936-39 1944 1936-39 
Am. Cable & Radio $20.10 $17.05 885 87.0 185 17.5 $0.63 $0.64 (a Nil (a) 113% 18.0 Nil | 
| Am. Tel. & Tel. 1,770.00 1,648.00 87.8 86.2 23.6 22.6 (b)8.76 (b)9.46 (b)$9.54 $9.00 $9.00 167% 19.1 5.3% 
| General Telephone . . 29.60 27.50 86.0 84.7 24.3 27.1 2.02 2.24 1.74 1.60 1.29 32%, 162 49 
PNT Ny “a (5 aan (c)51.70 (c)44.70 (d) (d) (d) (d) 1.22 0.89 0.95 Nil Nil 29 23.8 Nil 
| New England T. & Ti... 104.10 101.30 85.4 84.9 15.7. 17.8 6.30 6.20 6.03 5.75 6.31 118 18.8 4.9 
Pacific Tel. & Tel. 221.60 204.00 88.8 87.5 23.0 23.3 6.61 6.69 PAE: 6.25 7.19 130 19.7 4.8 
| Radio Corp. of Am. 324.80 293.30 seis 2 : pees 0.51 0.51 0.32 0.20 0.10 12 7 lla IY 6 
| Western Union Tel... 185.90 160.90 93.5 7.1 6.91 6.92 2.48 2.00 1.06 49 7.10 (4.1 


“| 
| 
| 
} 





(c)—Tel. and tel. revenue plus gross manufacturing profit. | 
(d)—Not available. | 
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the excess profits tax than will be lost through lower 
pre-tax earnings as a result of decline in gross 
revenue. 

Regulation of interstate telephone operations was 
transferred from the Interstate Commerce Commis- 
sion to the Federal Communications Commission by 
act of Congress in 1934, with broader powers for the 
latter than the I. C. C. had held. Except for lengthy 
investigation, the F. C. C. has heretofore proceeded 
rather slowly. In fact, partly due to the intervention 
of the war, the full scope of Federal regulatory 
policy has not yet been clearly defined. The F. C. C. 
has been most critical of American Telephone on 
two counts: first, the allegation that prices charged 
by its manufacturing subsidiary, Western Electric, 
about 95 per cent of whose output is normally sold 
to Bell System companies, have been excessive. Sec- 
ond, the validity of the company’s highly conserva- 
tive depreciation policy has been questioned. 

Western Electric prices are pretty much a “fam- 
ily” matter. If lowered importantly, the tendency 
would be to reduce Western Electric’s profits flowing 
to the parent company, but to effect savings, and 
therefore increase profits of Bell System operating 
companies; and the great bulk of these profits — all 
of them in the case of the majority of subsidiaries 
— are available to A. T. & T. It might be contended, 
however, that over-priced equipment — if the F. C. 
C. can make its charge stick — tends to inflate tele- 
phone plant investment for rate-making purposes. 

More important is the long-run threat that depre- 
ciation charges will be reduced under regulatory 
pressure, or that the large reserves thereby accumu- 
lated out of earnings (before income taxes) may be 
deducted from property valuation for rate-making. 
Out of every dollar of revenue the Bell System di- 
rects about 29 cents to maintenance and deprecia- 
tion, compared with an average of about 15 cents for 
the electric power industry. The depreciation charge 
has been nearly 12 percent of gross revenue. Prob- 
ably it is provable that actual depreciation and ob- 
solescence are faster than for electric companies. On 
the other hand, plant up to now has not been re- 
tired in proportion to the depreciation rate, and the 
accumulated depreciation reserve at the end of 1944 


_ was $1,882 million or about 34 per cent of the prop- 


erty account. 

How the company will fare under future regula- 
tion, this writer can not venture to predict. It would 
seem prudent, however, to allow for the probability 
that Federal regulation, and the long-run uncertain- 
ties thereof, will be a more influential investment 
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| Balance Sheet Statistics for 1944 
(In $ Millions) 
%o 
Earned 
Net Total on 
Gross Work. Cash Invested Invest. 
Property Cap. Items Capital Capital 
Am. Cable & Radio $61.79 $11.60 $10.46 $32.60 7.4% 
Am. Tel. & Tel. 5,519.00 134.80 452.90 4,093.00 5.5 
| General Tel. 108.80 8.50 14.10 93.80 4.4 
| Int. Tel. & Tel. (a) 249.70 32.40 22.50 405.90 1.9 
New Eng. Tel. & Tel. 363.90 19.30 23.80 264.20 5.4 
| Pacific Tel. & Tel. 652.00 (d)26.10 4.20 424.80 5.6 
|Rad. Corp. of Am. ..b)232.70 112.40 96.10 154.40 7.3 
Western Union 390.20 27.10 38.60 251.70 4.7 
(a)—Figures for consolidated companies. 
(d)—Deficit. 
| (b)—Total assets. 











factor in the years ahead than it has been in the 
past. 

American Telephone stock—along with most 
communications issues, and utilities generally — has 
been acting well in the market recently. The yield 
currently on the $9 dividend is about 5.4 per cent. 
Its attraction depends on one’s perspective. It is 
roughly 20 per cent higher than prevailing yields on 
the best grade electric operating company stocks — 
and the differential, of course, has a reason. It is 
that the Telephone dividend, for all practical pur- 
poses, is fixed so far as the upside is concerned, but 
not entirely assured against eventual possible reduc- 
tion, however safe for the visible future. It is not 
now being covered by earnings, and coverage for 
some years has been moderate. Dividends of leading 
electric operating companies are being adequately 
covered; they are generally below pre-war dividends; 
they have a reasonable chance of being raised even- 
tually, given Federal tax relief. American Telephone 
sold considerably above the recent price of about 168 
in 1936 and 1937 and, of course, in 1929. But it 
might be noted that it has sold much under the pres- 
ent price at some time in each of the past 14 years. 


The accompanying tabulations present selected 
data on General Telephone, New England Telephone 
& Telegraph, and Pacific Telephone & Telegraph. De- 
tailed discussion is not required, for the companies 
are subject to the identical influences cited for 
American Telephone. The last two named are impor- 
tant Bell System units, but with minority stock 
available to the public. Pacific Telephone is listed on 
the New York Stock Exchange, while New England 
is listed on the Boston Exchange and traded on the 
New York Curb. Both are inactive, and their current 
yields are not particularly attractive. 

General Telephone is the largest independent, with 
subsidiaries having 669,978 telephones in service in 
over 2,700 communities in 17 states scattered pretty 
widely through the country. It is successor, via a 
1935 reorganization, of the Associated Telephone 
Utilities. About two-thirds of its gross derives from 
relatively stable local service, yet since the reorgani- 
zation the rise in gross revenue has been consider- 
ably larger, percentagewise, than that of the Bell 
System. Earnings have shown fair growth and a 
$1.60 dividend has been paid the past three years, 
against a $1.35 top rate prior to 1939. The stock, 
recently around 33, has had a rather large advance, 
even from 1944 lows, but (Please turn to page 287) 
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HEN United Fruit shares recently crossed 100 

for the first time in fifteen years, some 37,000 
stockholders doubtless experienced great satisfaction 
with this expression of investor esteem. To many 
oldtimers, however, the event was merely another 
landmark in the concern’s long and eventful history, 
and a repetition of market action of earlier days. 

Of perhaps greater interest to them was recent 
restoration of the $4 annual dividend rate and a 
heartening 1944 report topping three years of diffi- 
cult war-time operations. That these nevertheless led 
to satisfactory results was in goodly measure due 
the widely diversified interests of the company. Di- 
versification has been a lifesaver to this the world’s 
largest producer and distributor of bananas during 
the past years, with revenues from shipping impor- 
tantly offsetting the drastic wartime earnings de- 
cline from sales of fruit. 

Unique in character among the many large Amer- 
ican enterprises, United Fruit can look back on 
almost half a century of steady, even adventurous 
progress. Development of a single idea, the growing 
and selling of bananas, into an almost immediate 
earnings producer in the million dollar class paved 
the way to an unbroken dividend record for some 46 
years. Since combining the business of two smal! 
banana importers back in 1899, the company has 
risen to its present stature as a great concern with 
dozens of subsidiaries at home and abroad engaged 
in a wide range of activities, owning a large fleet of 
modern ships, sugar mills, a refinery, and with 
enough tropical land to equal nearly the area of 
Connecticut. Through large-scale exploitation of the 
banana, once considered a rather expensive curiosity, 
the company has substantially supplemented the 
world’s food supply with a nutritious and low-priced 
item, normally available every day of the year. 
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Audit of 


UNITED FRUIT 


BY GEORGE W. 


MATHIS 


The high degree of diversification achieved by 
United Fruit has been no accidental factor in its 
growth but rather a natural outgrowth of a basic 
policy to develop the resources of countries with a 
humid tropical climate and thus capable of produc- 
ing vegetation free from competition by the agricul- 
tural economies of colder climates. Realization on a 
large scale of such a program, originally centering 
on banana growing, involved entry into a number of 
countries located near the equator, establishment of 
essential transportation both by land and sea, and 
adequate means of communications to serve vast 
stretches of undeveloped country. 

In the course of time, the cultivation of bananas 
was broadened to include production of many other 
agricultural crops such as cane sugar, cocoa, abaca 
and other tropical plants which have proved of great 
value to our war effort. In order to assure efficient 
operation of all these undertakings and coordinate it 
with the company’s distribution facilities, it was 
found expedient to organize more than fifty different 
corporations, most of them 100% owned by the 
parent concern. 

United Fruit therefore is essentially a great hold- 
ing concern with complete financial and administra- 
tive control of its numerous components. So diverse 
are the various sources of income and so varying 
their operating factors that any analysis of the 
stock must necessarily be based on the overall pic- 
ture provided by the company’s consolidated report 
which in itself, over the years, constitutes a long and 
interesting record of progress through several pe- 
riods of severe depressions and two major wars, 
quite apart from periodic political upheavals in the 
Central American countries in which company oper- 
ations are carried on. The scope of these is readily 
apparent from the appended statement of fixed as- 
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sets which furthermore high- 

lights the impact of conservative Pertinent Statistical Data 

depreciation policies on annual 

earnings. 1939 1940 1941 1942 1943 1944 
In appraising the dollars and oe ag ge depr'n \$ mill) bn — — —_ — _—_ 

4 , epreciation (| Seer RA eee eee . . . < We 

— — = United Fruit, a |! gcfence for common (§ mill)... 14.101 14920 15442 11.934 10.829 14.745 

clear grasp of the company s im- % earned on invested capital*.............. 1.0% 11.9% 155% 11.0% GOR. 17:33 

portant and far-flung operations Earned on common, per share $4.87 $5.10 $5.28 $4.08 $3.70 $5.04 

is essential to understand the Earned on common, % of mkt. price 4.8%, 5.0% 5.2% 4.0% 3.6% 5.0% 

peculiar nature of the business, | Dvidend yield C39 3.9% 39% 34% "22% 32% 

its integration into a smoothly Current Asset value, per share $12.94 $12.31 $13.13 $15.82 $20.35 $22.73 

working entity, as well as its Book value, per share 57.14 56.92 57.99 59.77 62.12 62.71 

postwar potentials and plans. Net current asset value, per share 7.95 7.33 7.05 10.66 15.37 13.17 

Bananas of course are a primary Cash asset value, per share....... 9.31 8.76 9.62 7.33 12.12 16.43 

: Current Ratio : a 2.6 2.4 2.1 3.1 4.1 a3 

source of revenue for this con- *Before provision for income taxes. 

cern, and to raise them requires 

rich soil, lots of rain and con- —_— — 


stant heat. United Fruit discovered that these essen- 
tial factors abounded in the seacoast areas of the 
Carribean countries; in this it followed the conclu- 
sions of a Spanish priest who first imported bananas 
from Africa to the New World in 1516, where nearly 
350 years were to elapse before their first shipment 
to New York. Curiously enough, ideal conditions for 
banana culture exist in tropical jungles remote from 
settled communities and studiously avoided by the 
average Latin farmer, and clearing these rank tan- 
gles for ordinary crops would be almost impossible. 
To prepare for banana planting, however, the brush 
and trees are allowed to remain where they fall 
under the axe, their rotting branches and leaves 
shading and nourishing the fleshy rootstocks of 
banana trees inserted in the damp ground. 

The relatively low cost of such land has enabled 
United Fruit to buy gradually about 3,000,000 acres, 
mostly in Colombia, Costa Rica, Cuba, Honduras, 
Jamaica, Guatemala and Panama. Up to January, 
1944, about 418,000 acres had been placed in culti- 
vation, not all of it of course in bananas; valuable 
sugar lands and plantations for numerous other 
crops swell the total. 94,000 acres of sugar planta- 
tions, over 50,000 acres for growing cacao, and 
167,000 acres of pasture for the company’s 37,000 
head of cattle and horses indicate the extent of di- 
versified land holdings. 

Operation of these widely dispersed and remote 
undertakings could be practical only by establish- 
ment of proper local transportation and communica- 
tion facilities. As a result, United Fruit now owns 
or operates 1,413 miles of railway, with 188 loco- 
motives and 5,828 railway cars, not to mention 270 
miles of tramway with its 754 units of additional 
rolling stock. Over 2,900 miles of telegraph and tele- 
phone lines installed by the company are now impor- 
tantly supplemented by its subsidiary, Tropical 
Radio Telegraph Co., the Boston station of which 
maintains constant communication with branches in 
the Central American countries by radio telephone 
and telegraph. This service has proved of great value 
to the war effort in transmitting messages of mili- 
tary and governmental importance. In furtherance 
of its operations, United Fruit has been obliged to 
construct entirely new shipping ports in some coun- 
tries, complete with docks and warehouses, this 
process requiring maintenance of close and cordial 
relations with the often volatile factions achieving 
political ascendency in the Latin-American countries 
involved. 
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The company’s long record of successful operation 
in different countries is the result of consistent bene- 
fits to their economic progress. Contracts with the 
Governments of Guatemala, Costa Rica and Panama, 
for example, assume almost the character of treaties 
and guarantee the development of resources over a 
term of years involving an outlay of many millions 
of dollars, in return for which the company gains by 
definite privileges and adjustment of export taxes. 
Cooperation in the over-all development of the Cen- 
tral American countries is shown by the company’s 
purchase through a Guatemalan subsidiary of $1,- 
750,000 314% bonds of the International Railways 
of Central America, and its direct or indirect owner- 
ship of 42.6% of the voting stock of this important 
undertaking. 


Sugar figures extensively in the United Fruit pic- 
ture, with operations centered in Cuba, where the 
company owns thousands of acres of sugar planta- 
tions, as has been stated, and two large mills. Sugar 
refining in the United States is carried on by the 
Revere Sugar Refinery in Charlestown, Mass., with 
a daily capacity of 2 million pounds. 1944 production 
of sugar in Cuba from the company’s properties 
amounted to 995,153 bags, all of which was sold to 
the United States Government at the stipulated price 
of 2.65 cents per pound, while the Revere refinery 
also was subject to strict Federal control of both 
supply and prices. As for molasses, the company’s 
Cuban production last year was 7,257,795 gallons of 
the blackstrap variety, and in addition to the sugar 
output previously mentioned an additional 228,619 
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Statement of Fixed Assets 
Reserves for 
Deprec. & Net 

Investment Revaluation Book Value 
Lands . . coe $29,126,043 $14,290,176 $14,835,867 
Houses and buildings. 25,257,597 17,053,475 8,204,121 
| Cultivations 45,087,770 28,971,279 16,116,490 
Equipment ..... _.. 27,318,990 16,996,822 10,322,168 
Wharves, boats, etc... 3,183,398 1,766,063 1,417,334 
(a)Railways and tramways 37,280,743 20,291,302 16,989,440 
| (b)Sugar mills & refineries 18,816,638 13,337,764 5,478,874 
Steamships 69,418,458 42,060,202 27,358,255 





$255,489,640 $154,767,088 $100,722,552 | 


| (c)Live stock 1,384,487 1,384,487 | 





Total $256,874,128 $154,767,088 $102,107,039 | 
ia 


(a)—Includes roadway, track, and rolling stock. 





(b)—Includes buildings and equipment. 
(c)—No. of livestock: 


Cattle 23,654 
Horses & Mules 13,725 
Other . ars 236 

Total .... 37,615 











bags were manufactured into high-test molasses for 
the production of alcohol. Everything considered, 
United Fruit’s activities in the sugar industry have 
been substantial and profitable. 

In addition to the crops heretofore mentioned, 
United Fruit’s sights are raised high to promote the 
culture of a long list of edibles and strategic mate- 
rials to expand the agricultural economy of the Car- 
ribean area and in pursuit of this effort it buys 
many items from the native farmers. In one way or 
another it produces for export from various sources 
corn, yams, mangoes, papayas, cedar, mahogany, 
balsa, rubber, tung oil and hemp. Alive to the poten- 
tials of many tropical products essential to war pro- 
duction in the United States, but unobtainable in 
many instances from areas invaded by the enemy, 
the company several years ago in close co-operation 
with Washington intensified its efforts to enlarge 
the supply of these strategic materials. With a cli- 
mate very similar to that of the East Indies, Carib- 
bean areas are now pushing to maturity large 
acreages of rubber trees, Chincona (Quinine), and 
other medicinal and oil bearing plants. Most impor- 
tant has been the development of 28,000 acres of 
abaca, the fibre essential for the manufacture of 
Manila rope and previously imported from the Far 
East. Such output already greatly alleviated a seri- 
ous deficiency which earlier handicapped the war 
effort. As a result of these experiments, United Fruit 
has postwar plans to enlarge substantially Central 
American production of all foreign grown vegetation 
adaptable to the climate, and which might prove of 
economic value. 

Development of these multiple enterprises de- 
pended in the final analysis upon adequate transport 
of products to foreign markets and in recognition of 
this factor, United Fruit has invested its major 
stake of nearly $70 million in its famous fleet of 
ships. At the close of 1944, the company was acting 
as agent for the Government in the operation of: 35 
company-owned vessels, 48 Government-owned ships 
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and one ship chartered to the War Shipping Admin- 
istration. In addition, 11 company ships were oper- 
ated by the Navy as fleet auxiliaries. Six fast new 
refrigerator ships with a speed of 18 knots will soon 
be delivered to the company and plans call for con- 
struction of 3 more of the same type. 

Some years ago, United Fruit acquired the Elder 
and Fyffe Lines of England, operating a 35 vessel 
fleet between Great Britain, Africa, South America 
and the near East. With the outbreak of war, all of 
the company’s ships under British or American reg- 
istry were requisitioned by the two governments and 
a number of them have been lost by enemy action. 
More than 20 vessels in this latter category were 
sunk up to the middle of 1944, but were fully cov- 
ered by insurance. Settlement of charter rates with 
the Washington authorities has been a slow process 
although in the main now concluded. How important 
this has been to the company may be judged by the 
fact that war needs several years ago left the com- 
pany only 16 ships to handle its entire Caribbean 
service, thus curtailing its shipments of bananas and 
other products to a mere 20% of normal, although 
late in 1944 marked improvement began to set in. 

The “Great White Fleet,” as the company’s ships 
are called, is composed of specially designed vessels 
to carry the perishable products handled by the 
company. Bananas particularly require special ven- 
tilation in transit and a temperature sustained at 
about 57 degrees. While the bunches are picked 
green, fast transport is needed to deliver them be- 
fore ripening, and in these modern vessels they 
reach New York in less than a week and England in 
about 12 days. But sleek liners of more modern con- 
struction have progressively swelled revenues in 
normal years by transportation of passengers, mail 
and general cargo in addition to the company’s own 
products; for more than a decade before the war, 
well over 50,000 passengers annually travelled on 
these ships, and in 1941 1,850,000 tons of general 
cargo were carried. Upon (Please turn to page 277) 














| Comparative Balance Sheet Items 
($ Millions) 
| 1941 1944 Change 
ASSETS | 
Cash ...... ee .. 14.089 14.986 ob 897 | 
Marketable securities... 14.095 33.089 + 18.994 | 
Receivable, net ............... 6.878 14.851 + 7.973 | 
Inventories, net ... ; 3.369 3.567 + .198) 
TOTAL CURRENT ASSETS 38.431 66.493 + 28.062 | 
Plant and equipment... 259.149 255.489 — 3.660 | 
Less depreciation ................ 151.173 154.766 + 3.593 | 
Net property .............. .. 107.976 100.723 — 7.253 | 
Other assets oes gs, 48.406 + 2.438) 
TOTAL ASSETS ......... . 192.375 215.622 +23.247 | 
LIABILITIES 
Accts. payable and accruals 10.059 11.632 + 1.573 | 
Reserve for taxes... 7.735 16.329 + 8.594 | 
TOTAL CURRENT 
LUABIITIES os TE 27.961 + 10.167 | 
Deferred liabilities . 1.459 .205 — 1.254) 
Receives: 26--:. 0 .. 16.740 22.303 + 5.563 | 
Goi) Eee SR iS ers 118.500 TUCO 0 28282 ie 
Supls... eas Oe 46.653 + 8.771 | 
TOTAL LIABILITIES 192.375 215.622 +23.247 | 
WORKING CAPITAL .......... 20.637 38.532 + 17.895 | 
| Caren RGNO 2.1 a3 + 2 
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First Quarter Dividend Payments Analyzed 
Varying Trends Among Industry Groups 


BY FRANK R. 


SURVEY of cash dividends distributed during the 
first quarter of 1945 tends once more to con- 
found earlier predictions of a probable downtrend 
in disbursements. Dividend payments on the aggre- 
gate have been rising, quite substantially so in some 
sectors of industry, with a declining trend limited 
to very few industry groups or individual companies. 
What’s more, dividends for the second quarter 
despite incipient reconversion in various fields ap- 
pear safe and relatively few are likely to be affected 
by reconversion impacts over the nearer term. The 
stockholder on the whole has every reason to view 
the future with a good deal of optimism. Some 
dividends of course are bound to be cut, some even 
suspended as reconversion difficulties mount, but the 
great majority of companies, outside of strictly war 
industries, are financially well able to continue pay- 
ments at established rates or fairly close to it. 
Here is how the first quarter picture shapes up. 
All publicly reported cash dividends rose 3.4% above 
last year’s level and totalled $811.8 million, accord- 
ing to a Department of Commerce compilation. For 
the first four months of this year, disbursements 
amounted to $1,110 million or 1.7% above corre- 


WALTERS 


sponding 1944 payments. While the rate of increase 
has been narrowing, it nevertheless continued. 

As to first quarter dividends, such payments on 
the 866 common stock issues listed on the New York 
Stock Exchange at the end of March expanded fully 
6% and came to $482 million compared with $455 
million in the same months of 1944. This year, as 
the appended table shows, 554 of the stocks or 50 
more than a year ago were in the paying column. 
Dividends were higher in the case of 125 stocks. 
403 companies paid the same rates as last year; 
only 26 companies cut their payments below 1944 
levels and only six deferred or eliminated cash divi- 
dends. This certainly is not a bad showing. Compo- 
site payments of $482 million were 11.8% greater 
than in the first quarter of 1948, a.period in which 
the outlook for corporate profits and dividends was 
viewed with much doubt and even gloom under the 
shadow of the then swelling impact of high war- 
time taxes. We know now that these early appre- 
hensions were largely unjustified; dividends instead 
of coming down went up, taxes notwithstanding. 

Seemingly luckiest, on basis of the tabular ex- 
hibit, were holders of amusement company shares 
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Dividend Payments of Common Stocks Listed On the New York Stock Exchange 
—First Three Months of 1945— 


No. of Number Paying Number Number Number Aggregate Amount of 
Industry Issues Cash Dividends Paying Paying Paying Dividend Payments Per 
Listed in First 3 Months Increased Same Reduced Ist 3 months Ist 3 months Cent 
(3-31-45) 1944 1945 Dividends Dividends Dividends 1945 Change 
Amusement 16 9 10 2 8 0 $ 2,739,000 $ 5,080,000 +85.5% 
Automotive ...... nen a 64 35 39 10 27 3 47,857,000 47,904,000 + 0.1 
Building . 24 14 16 3 12 1 3,037,000 3,388,000 +11.6 
Business & Office Equipment . 10 8 10 2 7 1 4,422,000 4,191,000 — 5.2 
Chemical. ............ " Sa 55 56 5 49 2 51,469,000 53,428,000 + 3.8 
Electrical Equipment eter cen eiiaae | 14 15 3 12 0 15,293,000 15,707,000 20 
Financial .... a penton ed, ee 15 15 4 9 2 14,501,000 14,370,000 — 09 
BCC re ey . 54 36 37 10 26 2 24,917,000 27,789,000 +11.5 
| Garment .................. een mee 6 3 4 I 3 0 471,000 621,000 +31.8 
Leather .... ; er 8 8 0 8 0 2,856,000 2,856,000 ——— | 
Machinery & “Metal: ; esto hie Oe 57 65 12 48 6 15,529,000 16,725,000 + 7.7 } 
Mining ......... Sere «a6 15 18 5 1 3 17,270,000 17,415,000 + 0.8 
| faa & Publishing Pk tad a 18 20 7 13 0 2,731,000 3,329,000 +21.9 | 
| Petroleum ............ eee: Se eR | 20 19 6 13 1 35,946,000 38,802,000 + 7.9 
| Railroad mre Hise race Nees 76 30 35 6 27 2 43,372,000 45,980,000 + 6.0 } 
| Retail Merchandising Sete Vi ee 45 53 16 35 2 26,043,000 27,005,000 + 3.7 
rn ae Fase aa So a 7 6 6 2 a 0 3,676,000 4,032,000 + 9.7 
| Shipbuilding & Operating ee) 7 7 0 6 1 2,303,000 1,884,000 —18.2 
| Steel, Iron & Coke Bo er 37 21 21 2 19 1 20,992,000 21,108,000 + 0.6 
PeNNMNEINS 2st on at oe 14 17 8 9 0 2,843,000 4,132,000 +45.3 
| Tobacco .. ee Se Uae . 15 16 1 13 2 12,990,000 13,024,000 + 0.3 
| All Public Utilities ......... ob ae 30 32 5 27 i) 74,008,000 76,852,000 + 3.8 
| U. S. Co's Operating Abroad _... 24 8 8 2 5 1 6,452,000 7,333,000 +13.7 
| Foreign Companies ............... ee 10 11 4 5 2 18,101,000 22,172,000 +22.5 
WoL S-T 1-0 £1 {eee ena 51 W 16 9 7 0 5,197,000 7,103,000 +36.7 
| Total Resa . 866 504 554 125 403 32* $455,015,000 $482,230,000 + 6.0% 
| ™*Payments were reduced on 26 issues and eliminated or deferred on 6 issues. 
Source: N. Y. Stock Exchange. 
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with an 85.5% increase over last year’s disburse- 
ments. The figure is somewhat distorted and calls 
for an explanation. In the $5,080,000 distribution 
this year was included a dividend paid by Para- 
mount Pictures on March 30, just inside the first 
quarter limit. Last year the Paramount dividend 
was paid on April 1, bringing it into the second 
quarter. A reversed situation prevailed in the ship- 
building group inasmuch as the Bath Iron Works 
dividend was this year paid on April 2, changed 
from March 31 last year with the result that the 
group change shows a decline of 18.2%. 

A marked leveling-off occurred in automotive divi- 
dends. The rise this year for the first quarter was 
only one-tenth of one per cent compared with an 
increase in 1944 over 1943 of 34.2%. Ten companies 
paid somewhat higher dividends but three reduced 
their rates while 27 companies made no change. 
The building construction group made a significant 
about-face this year, an increase of 11.6% com- 
paring with a decline last year of 14.3% Three 
companies in the group boosted their rates, only one 
made reduced payments. 

The steel and iron industry is another interesting 
case. While first quarter payments rose only 0.6% 
over last year, the figure actually denotes a more 
substantial long-range gain as last year, a decline 
of 5.2% from 1943 had occurred. The showing is 
aided by the fact that only one company paid less 
than in 1944 whereas the year’before, seven con- 
cerns paid less. Nineteen of the 21 dividend payers 
in the group made no change this year. 

Outstanding among groups where dividend in- 
creases occurred are the garment, machinery and 
metal and retail merchandising industries, as the 
table shows, though with the exception of the for- 
mer (plus 31.8%), percentage gains were less im- 
pressive. The results of the machinery group were 
diluted by five dividend reductions and one omission. 
Railroads and utilities did well too. The petroleum 
group shows curious cross currents. Percentage gain 
for the entire group was only 7.9%, with six divi- 
dend increases and one omission. But within the 
group, oil refining companies boosted their dividends 
by 23.5% above the payments reported for the 
corresponding period in 1944. This of course reflects 
the progressive improvement in refinery earnings, 
under stimulus of enormous war demands for high- 
octane gasoline and following the earlier dip caused 
by nationwide gasoline rationing. 
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Another outstanding showing is made by the 
paper and publishing trade with a gain of 21.9% 
over the 1944 quarter. Of twenty dividend payers 
in the group, seven stepped up their rates while 
thirteen adhered to established payments. 

The textile industry, too, did materially better 
with a gain of fully 45.3% over last year. This is 
indicative of the remarkable improvement in textile 
company earnings that has occurred during the war. 
Of seventeen dividend payers, eight or almost half 
of all companies that make up the list, paid more 
last year while nine held to their previous rates. 
As a group, the textile industry made the best 
showing from the standpoint of relative gain in 
dividend disbursements. 


Chemicals Continue Uptrend 


Earlier in the war period, chemical concerns were 
rather slow in enlarging dividends in line with 
mounting earnings but this changed in the first 
quarter of 1944 when disbursements of 54 dividend- 
paying chemical companies increased 8% over 1943. 
The uptrend was continued this year with a further 
rise of 3.8%. In the latest quarter, 49 of 56 com- 
panies maintained their former dividend rates, five 
paid higher dividends and two companies reduced 
their payments. 

The food industry with a percentage gain of 
11.5% in aggregate dividend disbursements ranks 
among the outstanding exhibits from the standpoint 
of dividend increases. Of 37 dividend payers in the 
group, ten increased their payments in the first 
—_— and 26 continued to pay at their established 
rates. 

The picture as reflected by dividend payments of 
railroads is interesting. Of 76 railroads listed on the 
New York Stock Exchange, 35 paid dividends during 
the first quarter compared with thirty last year, 
carrying aggregate payments 6% higher. Six rail- 
roads increased their payments this year, in spite 
of a marked decline of net operating profits during 
1944, while only half that number made increases 
last year over the 1943 quarter. Railroad dividends 
for some years have formed an interesting chapter 
chiefly because in the main, they have been held to 
conservative figures while debt was being liquidated 
and working capital strengthened. For that reason, 
the six increases that occurred during the first 
quarter are all the more noteworthy. 

The first quarter rise in cash dividends paid, with 
relatively few industry groups displaying a down- 
trend, is all the more remarkable as first quarter 
corporate earnings show decided irregularity. A 
rough survey indicates that about 45% of reporting 
companies had lower net during the period while 
some 55% showed higher net profits. If anything, 
the first quarter dividend record proves that even 
where profits have been declining, there was enough 
“cushion” in them to safeguard payments to stock- 
holders. 

While overall disbursements are bound to flatten 
out and may eventually decline below preceding com- 
parable periods as reconversion takes hold, no very 
drastic change appears likely for the remainder of 
the year provided that current reconversion sched- 
ules prevail. The outlook may be less favorable, tem- 
porarily, in the event of an economic shock such 
as the sudden ending of (Please turn to page 271) 
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BUSINESS: A well integrated and leading manufacturer of paper and 
tissues, functioning primarily as an operating company but also owning 
partial or entire interest in several subsidiaries. The company has valu- 
able timber holdings in Wisconsin, Michigan, Minnesota and Canada, 
makes its own sulphite and pulp, and operates eight modern paper 
mills in Wisconsin and at Niagara Falls, N. Y. Four important divisions 
handle the company’s business, making (1) book papers for magazines, 
2) rotogravure papers, (3) absorbent wadding sold to Kleenex Co. 
and Kotex Co., (4) wall papers. Some 50 publishers are under contract 
to purchase paper from the company, thus establishing Kimberly-Clark 
as the second largest producer in this special field. A joint interest in 
a Canadian subsidiary is held with the New York Times. 


OUTLOOK: A high degree of integration and marked operating effi- 
ciency favor prospects for continued progress, while the diversified 
character of the company’s output should tend to stabilize volume and 
earnings. The volume factor is largely dependent upon magazine ad- 
vertising activity and demand from printers, but sales of specialty 
papers account for a substantial part of sales. Both classifications hold 
promise of well sustained demand in postwar years, and as current 
production is mostly of regular character, few transitional problems 
cloud the horizon. Manpower shortage has seriously handicapped oper- 
ations in war years and costs have risen sharply but when peace 
comes, more satisfactory conditions will prevail. Termination of certain 
war contracts has already cleared the way for normal operations. 


COMMENT: Considerable leverage characteristics feature Kimberly- 
Clark common, as it is subject to substantial amounts of prior charges 
on income. Outstanding are $10.2 million 412% preferred, $4.5 million 
serial notes and pledged or unpledged first mortgage bonds of 
some $8.5 million. Working capital is strong at about $16 million and 
the current ratio is approximately four to one. While the company 
experienced a slight deficit in 1932 and 1933, net earnings have 
averaged over $3 per share of common for the last decade and ex- 
ceeding this figure every year since 1939. Net for 1944 was $3.06, 
well over the $2.50 distributed. At recent price the yield is about 5.2%. 
MARKET ACTION: Recent price—47 compared with a high for the 
year of 47'/, and a peak of 4634 in 1937. Volatility of the stock has 
been below average. 


COMPARATIVE BALANCE SHEET ITEMS 







































($ millions) 

ASSETS 1939 1944 Change 
Cash RT ieee eet aire Meera 5.030 + 3.461 
Marketable securities —......... es pe 4.531 + 2.934 
Receivables, net 2.467 4.051 + 1.584 
inventories. 18)... 5.141 7.447 + 2,306 
TOTAL CURRENT ASSETS 21.059 + 16.285 
Plant and equipment... Pe 53.707 + 14.266 
Less depreciation 22.891 + 7.958 
Net property —_.._..____. 30.816 + 6.308 
Other assets ... 9.895 — 5.681 
TOTAL ASSETS 61.770 + 10.912 
LIABILITIES ee 

Notes payable . a 1.000 + 0.720 
Accts. payable & accruals 2.780 + 1.132 
Reserve for taxes... 1.343 + 0.185 
Other current liabilities... : 
TOTAL CURRENT LIABILITIE 5.123 + 2.037 
Long term dent ee e. 9.528 + 0.928 
Reserves .882 + 0.460 
ees 32.241 + 2.744 
Surplus . Bais 13.996 + 4.743 
TOTAL LIABILITIES ... 61.770 +10.912 
WORKING CAPITAL ..... 15.936 + 8.248 
Current Ratio .... 4.2 + 0.7 
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Six Stocks Offering Secure High Yield 
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BUSINESS: The second largest domestic producer of copper, account- 
ing for over 20% of output in the United States. Gold, silver, lead and 
zinc also are mined, production of the latter metal amounting to over 
21 million pounds in 1944. From its several important mines in Arizona, 
the company produced about 458 million pounds of copper last year, 
an amount somewhat under the previous year due to shortage of 
manpower. In addition to its own mines, Phelps Dodge is operating 
for the Government the Morenci open-pit mine in Arizona on which 
it has a purchase option. The company is well integrated, having two 
large refineries and important fabricating subsidiary concerns which 
take over half of its production of copper. Practically all output is now 
sold to meet military demand. . 


OUTLOOK: With operations centered in the United States, except for 
a small Mexican property, this low cost producer should continue to 
win a fair share of domestic business in postwar years. With the con- 
clusion of hostilities, manpower shortage should be eased, and Govern- 
ment stockpiling will probably offset the threatened vast oversupply 
of metal and the danger of a disrupted price structure. On the other 
hand, as the third largest producer of gold and silver in the country, 
the company would be sensitive to potential changes by the Govern- 
ment in the prices of these metals. While postwar competition among 
the non-ferrous metals will be keen, and intensified by new uses for 
other materials, copper’s unique characteristics are likely to sustain its 
traditional popularity in all fields. 








COMMENT: During war years both cash and working capital have 
consistently increased. The only security senior to 5,071,260 shares of 
$25 par common is an issue of 3'/% debentures of which more than 
half have been retired during the last seven years, leaving only about 
$9 million outstanding. The strength of the company's financial position 
is shown by the fact that its cash and Government securities alone 
exceed all current liabilities by about $16 million. Although forced to 
operate at a deficit in 1932-33, since then the company has established 
a fairly stable record of earnings and dividends, paying $1.60 per 
share for the last three years. 

MARKET ACTION: Recent price—28, compared with a high for the 
year of 295g and a high of 59% in 1937. In common with all mining 
shares, this issue is above Average in volatility due to cyclical influences. 


COMPARATIVE BALANCE SHEET ITEMS 
($ millions) 





ASSETS 1939 1944 Change 
Cash __.. ; Genneeae ey, |! me 7 + 2.0% 
Marketable securities peice aetebee 422 23.250 +22.828 
Receivables. 168 ee 11.792 + 5.646 
Inventories, net : ae, | 23.789 + 3.195 
Other current assets es wns ae 395 0.098 — 0.297 
TOTAL CURRENT ASSETS 58.581 92.049 +33.468 
Plant and equipment. si a 286. 956 320.714 +33.758 
Less depreciation 159.098 204.688 +45.590 
Net property ‘enced 127.858 116.026 —11.83 
Other assets — 8.762 11.092 + 2.330 
TOTAL ASSETS . ae ERTS 219.167 +23.966 
LIABILITIES . , - mae 

Accts. payable & accruals —._—. 6.568 13.315 + 6.747 
Reserve for taxes — 3.677 24.438 +20.761 
Other current liabilities. : 1.929 2.364 + 0.435 
TOTAL CURRENT LIABILITIES 12.174 40.117 +27.943 
Long term debt —..._ sit tanedeakicase? 9.529 — 8.850 
Reserves ek See ee aera ao 1.315 4.260 + 2.945 
Capital Pie See eee eer Sa 126.781 

Surplus Sec , aspen ata ae 38.480 + 1.928 
TOTAL LIABILITIES : ae 195.201 219.167 +23.966 
WORKING CAPITAL ; ee 51.932 + 5.525 
CO al OE ET, | 2.3 — 2.5 
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BUSINESS: A dominant factor in the field of toiletries and antiseptics 
and best known as the producer of Listerine. The company acts as a 
holding company, owning 100% interest in Pho-phy-lac-tic Brush Co. 
and several other subsidiaries as well as over 95% in Lambert Phar- 
macal Co. Other products bearing the Listerine name are toothpowder, 
shaving cream and cough drops while under the trademark ‘Pro-phy- 
lac-tic’ are produced many kinds of toilet brushes. The original Lam- 
bert business dates back to 1879 in St. Louis, Mo., where the main 
plant is still located. Subsidiaries or affilated companies operate in a 
number of foreign countries including Canada, England, and Australia, 
but 90% of sales are made in the United States. 


OUTLOOK: Keen competition appears to have somewhat checked the 
rapid uptrend in sales which featured the 1920s, but diversification has 
succeeded in offsetting former earnings dependence upon antiseptics, 
and research is continuing apace to still further broaden the company’s 
lines. Lambert has always been able to hold its position as the out- 
standing leader in its special field and doubtless will continue to do so. 
The business is remarkably stable and dividends have been paid for 
many years past, even during the worst depression period of 1932-33. 
Profit margins on some of the more recently developed products are 
believed to be wider than on the highly competitive antiseptics, thus 
indicating favorable potentials for well sustained earning power in the 
postwar period. 


COMMENT: 746,371 shares of no par common constitute the only 
capital issue and the compony has no funded debt. Working capital 
is ample, with cash resources nearly equalling current liabilities. Com- 
pany policies have permitted payment of liberal dividends in relation 
to net earnings, the annual distribution having never been less than 
$1.50 per share for many years past, and $2 a share was paid in 
both 1943 and 1944. Net earnings in this latter year were about $2.80 
cents per share, establishing a current price-earnings ratio of about 
12.5. Dividend yield currently is 5.70%. 


MARKET ACTION: Recent price—35, compared with 1945 high of 355% 
and last year’s top of 31!/. The stable nature of the business has 
produced less than average volatility for the stock. 


COMPARATIVE BALANCE SHEET ITEMS 











($ millions) i se = 
ASSETS 939 ange 
Cash ___ wit Bee: 3.948 “++ 1.182 
Marketable securities sep ae ee 1.092 + 1.092 
Receivables, net 2.108 +1.168 
Inventories, net . ee 3.902 +2.190 
Other current assets pie ae 
TOTAL CURRENT ASSETS... 11.050 +5.632 
Plant and equipment 3.697 + 1.456 
Less depreciation 7 1.902 +0.578 
Net property —..___.. 1.795 +0.878 
Other assets a 1.073 +0.449 
TOTAL ASSETS . 13.918 +6.959 
 araclgetten lg 
Notes payable ........ = 
Accts. payable & accruals = 3. 1.913 +1.311 
Reserve for as Scarce 3.444 +3.035 
Other current liabilities ; aot : 
TOTAL CURRENT LIABILITIES... 1.011 5.357 +4.346 


Deferred liabilities 
Minority Interest . 
Reserves 
Castel ..... 
Surplus 7 
TOTAL LIABILITIES 
WORKING CAPITAL 
Current Ratio . : 
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BUSINESS: One of the leading producers of Pocahontas bituminous 
coal, with valuable properties located mostly in West Virginia. In 
addition to sale of its product at wholesale, the company also dis- 
tributes a minor part of its output at retail. The high quality of the 
coal has always assured it a wide market among users in the railroad, 
public utility and industrial fields. Owned in fee are about 33,000 
acres of proven coal lands, while an additional 5,320 acres are held 
on lease. Distribution is facilitated considerably by a subsidiary using 
barges to haul the coal from the mines to Cincinnati and Louisville 
from Huntington, W. Va. via the Ohio River. The company has been 
in continuous operation for the past 40 years. 


OUTLOOK: Although more than 143 million tons of coal had been 
mined by the company during its operations up to the end of 1943, 
recoverable unmined coal by nearly twice this amount is estimated as 
still available for future business. Comparatively low operating costs 
and the consistently high quality of product have enabled the company 
to maintain a good level of earnings in many years when its competitors 
had very hard sledding. These factors, aided by an aggressive sales 
program, point to continued successful operations for many years to 
come, as the company is strongly entrenched with numerous important 
customers to using its coal under varying economic conditions. While 
Island Creek is relatively small its reputation is an important asset. 


COMMENT: While earnings have never been spectacular, they have 
been remarkably stable, permitting an unbroken record of dividend 
payments on the common for many years. Senior to the common are 
25,269 shares of non-redeemable 6% preferred stock, recent price for 
which of 147 attests to high investor esteem of the company. Heavy 
charges against reported earnings for depreciation and depletion have 
built up a strong cash position, with the result that common dividends 
have been paid annually since 1912, usually at a rate of $2 per share. 
Net earnings for 1944 were reported as $3.36 per share. 

MARKET ACTION: Recent price—37!/2 compared with high for the 
year of 4194 and a 1937 high of 30. Relative stability of operations 
has qreatly reduced the factor of volatility. 


COMPARATIVE BALANCE SHEET ITEMS 








($ millions) 
ASSETS 1939 1944 Change 
Cash Tee Ra eas 2.359 + 1.566 
Marketable securities .... ——— 3.297 +0.297 
Receivables, net pre seat 2.174 2.552 +0.378 
Inventories, net isc uessindbinnatsciidaa 1.404 —0.597 
TOTAL CURRENT ASSETS ee 9.612 +1.644 
Plant and equipment.. 25.933 29.526 +3.593 
Less depreciation . 17.198 +4.805 
Net property 12.328 —1.212 
Other assets ..... 2.489 +2.109 
TOTAL ASSETS 24.429 +2.541 
CIROIINIES. oe 
Notes payable 00. : 1.000 — —1.000 
Accts. payable &- accruais__.___.__ 1197 1.412 —0.085 
Reserve for taxes... —_ cee ~ wae -908 +0.609 
Other current liabilities 042 sos —0.042 
TOTAL CURRENT LIABILITIES... 2.538 2.020 —0.518 
Deferred liabilities .. ici Staaatataladias 060 +0.060 
Sy — ee in .001 —0.007 
Long term debt .... : 465 ABS —0.465 
Reserves ¥ ” 500 750 +0.250 
Casual... cae . Ph 619 : 
Surplus .. A : 17.758 20.979 +3.221 
TOTAL LIABILITIES 21.888 24.429 +2.541 
WORKING CAPITAL ............ : : 5.430 7.592 +2.162 
Current Ratio 3.1 4.8 +1.7 
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BUSINESS: A holding and operating company, the outgrowth of a 
business started in 1891 and now conducting a diversified dairy busi- 
ness which includes practically all branches of the industry. While oper- 
ations are conducted mostly in the Middle Atlantic States, subsidiary 
plants are located in 21 different states from New York to California, 
where 88 establishments are served by 2200 cream buying stations. 
The best known trademark of the company is “Meadow Gold.” Beatrice 
Creamery manufactures and sells butter, cheese, condensed and dried 
milk, ice cream, oleomargarine and frozen foods, and is dressing and 
packing poultry. It deals extensively in fluid milk and eggs, operating 
numerous cold storage plants wherever its activities are centered. 


OUTLOOK: The diversified nature of the business and the company's 
well entrenched position as the third largest distributor of dairy products 
favor a continuation of its well sustained growth for many years past. 
Butter accounts for about one-third of sales, with milk and ice cream 
comprising approximately half of total volume. While sales are rather 
widely affected by changes in consumer income, growing popularity 
of ice cream, a relatively low priced item with fair profit margin, and 
a stable demand for fluid milk promise to bolster volume satisfactorily 
from year to year. From volume of $46.3 million in 1933 sales have 
quite consistently trended upward to $196.5 million in 1944. Strategic 
location of the company’s plants lessens danger of supply failure and 
local price variations. 


COMMENT: With current working capital of $11.3 million, a peak 
figure, the company enjoys a strong position, the current ratio being 
6.7 to 1 and cash assets alone about double current liabilities. The 
common is preceded by 59,997 shares of $4.25 preferred. Dividends 
have always been conservative in relation to earnings, and payments 
have been consistently maintained for more than a decade past. An 
extra dividend of 65 cents per share increased 1944 distributions to 
$2.05 on the common, equal to 5% on a recent price of $41. 


MARKET ACTION: Recent price—41, compared with 43 high for the 
year and a high of 19!/ in 1938. The stock has more than average 
volatility. 


COMPARATIVE BALANCE SHEET ITEMS 
($ millions) 


ASSETS 1939 1944 Change 
Cash .... > ; = cmceeeceee” TONE 4.675 —0.385 
Marketable securities ; . sae 

Receivables, net am ; 3.550 3.707 +0.157 
Inventories, net _ E 2.369 5.047 + 1.678 
Other current assets , ' 

TOTAL CURRENT ASSETS . 10.979 13.429 +2.450 
Plant and equipment _.. 30.383 32.642 +2.259 
Less depreciation . . 18.090 20.353 +2.263 
Net property 12.293 12.289 —0 004 
Other assers : ; OR? 1.222 +0.240 
TOTAL ASSETS 24.254 26.940 + 2.686 
LIABILITIES 

Accts. payable & accruals ; 520 1.378 +0.858 
Reree lor tales, 0.688 —0.183 
Other current liabilities ee f 7 

TOTAL CURRENT LIABILITIES 1.391 2.066 +0.675 
Deferred liabilities . 0.047 0.120 +0.073 
Minority Interest , , . 0.005 —0.005 
Capital esas ss 19.115 18.540 —0.575 
Surplus . aires 3.696 6.214 +2.518 
TOTAL LIABILITIES 24.254 26.940 +2.686 
WORKING CAPITAL .... : cae 9,588 11.263 +1.775 
Current Ratio ....... ate ui ey 6.7 —1.2 
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BUSINESS: The second largest concern in this highly specialized field, 
and with 35 years of experience. The company’s Detroit plant, equipped 
with the most modern machinery, produces a broad line of bearings 
for automobiles, trucks, railroads and agricultural machinery, while 
sales to industrial users of many kinds have shown progressive im- 
provement. Under war conditions practically the entire output is going 
to the Government to meet military requirements for aircraft parts 
and equipment for service vehicles. In normal times, customers such 
as Ford, General Motors, Chrysler, Studebaker, Packard and Interna- 
tional Harvester absorb an important part of the company’s production 
Industrial sales are handled by Ahlberg Bearing Co., in which Bower 
owns a 16% interest. 


OUTLOOK: Present concentration of output upon the company’s regular 
line favors a rapid transition to meet the expected boom in the auto- 
mobile, agricultural machinery and industrial fields. Wartime experience 
has likewise broadened the output until the company is now prepared 
to offer thousands of different sizes of bearings to prospective users 
themselves more than ever aware of the advantages of frictionless 
bearings. The postwar prospects are thus bright for a continuation of 
good volume, and the company has proven its ability to maintain 
satisfactory profit margins even in periods when sales have declined. 
Increased popularity with industrial customers will benefit the concern 
by lessening its dependance upon the automobile trade. 


COMMENT: The capital structure of the company is simple, consisting 
of 300,000 shares of $5 par common with neither preferred stock nor 
funded debt ahead of it. Working capital has been steadily built up 
from year to year, fortified to handle a large war volume by means 
of a $3 million V-loan credit. While earnings have fluctuated some- 
what during the last decade, distribution of a liberal share has estab- 
lished a fairly stable record for such payments. $2.50 per share was 
distributed in 1943 and 1944, and while the current quarterly rate is 
50 cents, final net for the year should well sustain the former dividend 
rate. 


MARKET ACTION: Recent price—48, compared with high for 1945 
of 50 and a price range of 28—14 in 1938. Cyclical influences impart 
the stock more than average volatility. 


COMPARATIVE BALANCE SHEET ITEMS 
($ millions) 





ASSETS 1939 1944 Change 
Cash . Sess Sy 3.540 +3.127 
Marketable securities —1.000 
Receivables, net Parent 917 +0.344 
Inventories, net = ae 1.205 +0.229 
Other current assets 17 +0.006 
TOTAL CURRENT ASSETS 5.679 +2.706 
Plant and equipment 2.839 —0.413 
Less depreciation . 1.732 +0.386 
Net property sie 1.107 —0.799 
Other assets 1.117 +0.820 
TOTAL ASSETS 7.903 +2.727 
LIABILITIES me 

Notes payable dieses prae 
Accts. payable & accruals 485 .387 —0.098 
Reserve for taxes 5 ‘ a 1.897 + 1.637 
Other current liabilities , .094 +0.094 
TOTAL CURRENT LIABILITIES .745 2.378 + 1.633 
Reserves -050 .050 

Capital cease 1.500 poe 
Surplus . eee 2.881 3.975 + 1.094 
TOTAL LIABILITIES 5.176 7.903 +2.727 
WORKING CAPITAL tad gale! 2.228 3.301 + 1.073 
Current Ratio 4.0 2.4 —1.6 
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Opportunities for Income and Appreciation 


In Bonds and Preferred Stocks 


BY JACKSON D. NORWOOD 


MARKET TRENDS: The Dow-Jones 40 bond average 
has continued at a record high. New bond financing 
has been held in abeyance while the Seventh War 
Loan Drive is underway although there have been a 
few preferred stock offerings. The past two weeks 
have shown but slight changes in the Dow-Jones 
bond averages, the average for forty bonds advanc- 
ing .20 while second grade rail issues advanced .98. 
Defaulted rail bonds declined .29. In the rail group, 
reorganization liens reflected continued demand near 
their best levels for the movement. Childs Co. 5s 
of 1957 crossed 99 for the first time. In the foreign 
field, Brazilian issues advanced to new highs. Tax 
exempt municipal bonds continued reactionary in 


quieter dealings and the Dow-Jones yield index of. 


twenty representative state and city issues increased 
to 1.64%. 


A review of securities recommended in this column 
October 4, 1944 and what action to take now: 


Preferred stocks recommended for income and/or 
appreciation: 


Price 
Call Oct.14, Current Present 


Price 1944 Price Advice 

1. American Crystal Sugar 
DMM. -Gieusanuneesnee 105 105 107 Hold 

2. Republic Steel $6 prior 
pd. PALE Als tags 110 97 110 Hold 

8. Raymond Concrete Pile 
Oo Sa eae 55 50% 56 Hold 
4. Philadelphia Co. $6 pfd.. 110 102 111 Hold 
5. Bucyrus Erie $7 pfd..... 120 120 124 Hold 
6. Wilson & Co. $6 pfd..... 100 92 100% #8 Hold 
a. Samsetio $5 pid... 20s +s 105 85 97% Hold 
8. Sharon Steel $5 pfd..... 105 74 92 Hold 

9. Columbia Pictures $2.7 
REED eh ri pie is ioe ea waNalore' 53 43 49% Hold 
10. Rayonier, Inc. $2 pfd.... 387% 31% 36 Hold 


In approximately seven months these ten preferred 
stocks have advanced 83% points. At the present 
time we see no reason to liquidate any of them but 
would call attention to the fact that Bucyrus Erie is 
selling four points above the redemption price and if 
called would involve some loss of capital. 


SCHENLEY DISTILLERS CORP.: This company will 
redeem 10,000 shares of its 514% cumulative pre- 
ferred stock on June 30, at the redemption price of 
$105 per share, plus accrued dividends of $1.3714 
per share from April 1 to June 30, making a total of 
$106.3714 per share. The close of business on June 
1st was fixed as the record date for the determina- 
tion of the shares to be redeemed. The Bankers 
Trust Co. of New York which has been appointed 
redemption agent, will select by lots the shares to 
be redeemed, and the stock transfer books will be 
closed to transfer of the shares called for redemp- 
tion as of the close of business on June Ist. Notice 
of redemption will be mailed to stockholders and 
published on June 6th and payment of the redemp- 
tion price will be made on and after June 7th at the 
office of the Bankers Trust Co. 


266 


CHICAGO & NORTHWESTERN R. R.: This company 
through reorganization and debt reduction from 
June 1, 1944 to December 31, 1944, cut fixed charges 
at the end of the year to $2,846,669 per year and 
contingent interest to $4,034,370. The old charges 
totaled $16,140,592. Incidentally, further reduction 
in fixed interest debt and fixed interest charges have 
been made since January 1st by payment on April 
20th of the remaining collateral trust notes, amount- 
ing to $6,224,000 and by refinancing of all first mort- 
gage debt. The company’s net income for 1944, after 
fixed charges and contingent interest, was $16,108,- 
051 as compared with $22,966,000 in 1943. 


REAL ESTATE BONDS: It is interesting to note that 
real estate bonds held to their uptrend in April, for 
the thirty-fourth consecutive month, according to 
the Amott-Baker price average covering two hun- 
dred representative issues. Last month’s gain 
amounting to 2.3% carried the average price per 
$1000 bond to $572, which compared with the level 
of $307 at which it stood on July 31, 1942. 


OHIO POWER COMPANY: This company has asked 
the Securities and Exchange Commission to author- 
ize utilization of its “excess free cash” in acquisition 
for cancellation of its 6% debenture bonds due 2024, 
of which $2,000,000 are outstanding. This issue is 
non-redeemable prior to June 1, 1949. The company 
proposes to invite tenders of the 6% bonds between 
now and December 31, 1946, at prices which shall 
not be less than the $110 and accrued interest at 
which the bonds are callable as of June 1, 1949. 


NEW YORK POWER & LIGHT CORP.: This company 
has called for redemption on June 14, 1945, all of its 
outstanding 7% preferred stock and $6 preferred 
stock. Redemption price is $115 on the former and 
$105 for the $6 preferred stock. In each case, accrued 
dividend will be paid from April 1st. Payment will 
be made at the Chemical Bank & Trust Co., 165 
Broadway, New York City. These preferred stocks 
will be redeemed from the proceeds of the sale of the 
company’s new 3.9% cumulative preferred stock and 
other funds in the company’s treasury. 


PHILADELPHIA COAL & IRON CO.: Stockholders will 
be asked on July 9th to authorize additional shares 
of common stock and the application of the funds 
received from the sale of same will be used for the 
redemption of $9,799,155 general mortgage 6% 
bonds, the principal of which has been reduced to 
$950 for each $1000 bond. The additional funds 
needed will come from a bank loan of not more than 
$4,000,000 and from the company’s surplus cash. 


NEW YORK CENTRAL RAILROAD: The annual report 
of this company shows that marked progress has 
been made over a period of years in reducing its debt 
and interest charges. On the capital obligations of 
$858,180,288 outstanding on (Please turn to page 278) 
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With anthracite miners returning to work, per 
capita Business Activity has rebounded almost 
1% during the past fortnight to a level fraction- 
ally above last year at this time. But a recent 
easing in retail sales and the manpower situation 
suggest that a moderate recession in business vol- 
ume may put in an appearance before long. A 
temporary reconversion slackening would not alter 
our conviction that the nation is headed for a 
post-war period of unprecedented material pros- 
perity. 

* x 

Department Store Sales in the week ended 
May 19 were barely even with a year ago, com- 
pared with increases of 3% for four weeks and 
12% for the year to date. It begins to look as 
though some consumers may be waiting for recon- 
version goods to come on the market while others 
tighten their purse strings until the job outlook 


clears a bit. 
* x 


Chairman Krug of the WPB figures that of the 
51.2 million now engaged in non-military gainful 
activities, 44.6 million hold jobs that will continue 
regardless of war production. He thinks that so 

(Please turn to the following page) 
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SUMMARY 


MONEY AND CREDIT—First quarter 
dividends were 3.4% above last year; 
but April dividends were off 3.1%, 
leaving a four months’ gain of only 
Le. 


TRADE — Department store sales in 
week ended May 19 were barely even 
with a year ago, against increases of 
3% for four weeks and 12%, for year to 
date. Job uncertainties and waiting for 
reconversion goods may partly explain 
this. 


INDUSTRY — WPB thinks number of 
unemployed workers may reach 1.9 
million in three months, but drop to 1.3 
million in six months, compared with 
present 0.8 million and around 2 million 
in pre-war boom years. 


COMMODITIES — Spot and futures 
commodity price indexes reach new 
war-time Mighs under heavy buying of 
cereals for consumption at home and 
abroad. Sugar, meat and fat shortage 
expected to continue for months. 
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Latest Previous Pre- 
i = _ . Year eth PRESENT POSITION AND OUTLOOK 
ate ont ont Ago arbor 
FEDERAL WAR SPENDING (tf) $b May 23 1.76 1.56 1.82 0.43 F 
Cumulative from Mid-1940............ May 23 = 280.5 =. 278.7: 198.0 14.3 (Continued from page 267) 
many of the remaining 6.6 million, along with re- 
turning veterans, will be re-employed in expand- 
FEDERAL GROSS DEBT—Sb May 23 237.1 236.1 186.0 55.2 | ing civilian fields that at no time will Unemploy- 
pad, ment exceed 2.1 million. Mr. Krug also predicts 
that a year _— now American industry will be 
MONEY SUPPLY—Sb turning out civilian Durable Goods at the annual 
Demand Deposits—101 Cities... May 23 40.5 39.9 36.0 24.3 rate of $16.7 billion — more than double the cur- 
Currency in Circulation... May 23 26.4 26.4 219 10.7 rent rate, and about 30% greater than in 1939. 
y y 
x * * 
BANK DEBITS—13-Week pepe ‘ , _ 
New York City—$b............... ase 23 6.38 6.40 5.2 z 
100. Other Sent May 23 7.76 7.76 7.36 5.57 The WMC estimates that there will be no more 
than 20 Labor Shortage areas by July 1, com- 
—-- ———— | pared with 74 on May 1. As workers in surplus 
labor areas are freed from WMC controls there is 
ay 2 i! parm 6 lia (ed) we ae — eM see a likely to be much shopping around for high-pay 
Interest & Dividends (cd). | Mar. 4 60) Se) Oe ee ee © eee 
umber, textiles, food canning—may lose em- 
Farm Marketing Income (ag)... as Mar. 1.45 1.35 1.43 1.21 : : : 
tededia Govt, Bi tent Mar 1.5) 1.40 153 1.28 | Ployees to high-wage lines — such as autos, tires, 
a a : : : . : petroleum. Both employers and unions in the for- 
mer category will want to raise wages. The Inter- 
nal Revenue Bureau could discourage this by dis- 
SS (a). om. a ™ e _ mp for tax ean the —— one ae 
everrseeneee ° . . . t t i 
Enoleveoe"Scaliedning (i... ae a Bod a fea fad concern which pays more than the ceiling 
Employees, Government (Ib)... Apr. 6.0 6.0 5.9 4.5 * * * 
UNEMPLOYMENT (cb) m Apr. 0.8 0.8 0.8 3.4 
— The WLB says that from now on Pay Scales 
sie for new jobs may be established by collective bar- 
FACTORY EMPLOYMENT (Ib4 Apr. 155 158 169 147 gaining without prior approval of the Board so 
| d 33 175 
Durable Goods Apr. 207 212 . long as this does not involve an increase in OPA 
Non-Durable Goods .... Apr. 114 115 118 123 price ceilings or general wage increases or de- 
FACTORY PAYROLLS (ib4) Mar. 326 329 341 198 Oe 
+ * * 
FACTORY HOURS & WAGES (Ib) 
Weekly Hours Feb. 45.5 45.4 45.3 40.3 The OPA announces that an endeavor will be 
Hourly Wage (cents) nn necncnnnnan Feb. 104.3 104.6 100.3 78.1 made to hold Prices for Civilian Goods gener- 
Weskly Wage {($) —__....{.__. Feb. 47.43 47.52 45.47 31.79] ally at 1942 levels; though items which have been 
out of production will be adjusted for “lawful” 
increases in wage and material costs since 1941. 
PRICES—Wholesale (ib2) May 19 =—-:105.8 ~=—:105.7 103.8 92.2 | Government planners under this formula would 
Retail (cdib) Mar. 139.6 139.6 135.1 116.1 | allow marginal producers higher ceilings than 
their big, low-cost competitors. The little fellows 
= object that they would book few orders on such a 
two-price system except when demand for an in- 
COST OF LIVING (ib3) Mar. 126.8 126.9 123.8 110.2 | gustry's products is urgent enough to keep all 
TOS cet othe ERS Sy eat Se Mar. 135.9 136.5 134.1 113.1 plants operating at capacity. Subsidies might be 
Clothing ........ Mar. 143.7 143.3 136.7 113.8 one ay out of the dilemma; but they are not 
Rent Mar. 108.3 108.3 108.1 107.8 | liked by either Congress or industry. 
———- x * ® 
RETAIL TRADE $b 
Retail Store Sales (cd)... Mar. 6.35 5.17 5.58 4.72 
Durable Goods Mar. 0.84 0.69 0.77 1.14 Here we have the age old problem of how to 
Non-Durable Tagg a Mar. 5.51 4.48 4.81 = keep _— yarns wpe Pd a pte _ 
Dep't Store Sales (mrb Mar. 0.63 0.45 0.50 E every worker employed, when there isnt enoug 
Retail Sales Credit, End Mo. (rb2) Mar. 2.41 2.17 2.07 5.46| business to go around. The situation would be 
aggravated if industry should adopt organized 
» labor's Spread-the-Work expedient; since this 
ear tees tet bina - Me oes ~ ais would raise costs, and — prices, at a time 
ew Orders (cd2)—Tota ar, 1 when purchasing power is low. 
Durable “Goods... Mar. 562 596 384 265 m iad 
Non-Durable Goods Mar. 215 220 198 178 * ok * 
Shipments (cd3)—Total a Mar. 283 287 268 183 . : ; 
Durable Goods ie Mar. 384 394 377 220 The CIO is demanding a 20% boost in Hourly 
Non-Durable Goods . Mar. 213 214 193 155 Wage Rates to compensate for an expected 
shortening in the work week to 40 hours, from the 
BUSINESS INVENTORIES, End M prevailing 48 hours. The a is re- 
nd Mo. ported to favor a basic rate increase of approxi- 
Total cd)—$b Mar. 26.6 26.6 28.0 veg mately half this amount to avert threatened strike 
Manufacturers’ Mar. 16.4 7. er rr tie-ups of new civilian goods production; but ceil- 
wince ease 9 re rd 64 72 ing prices will not be lifted proportionately. 
I Nose ig Ss iebdcceecsacincacanagse y : . : 
See Mar. 45 (14814839 ‘* 
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PRODUCTION AND TRANSPORTATION 
















































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
ae ee May 19 161.5 161.9 162.2 141.8 
(M. W. S.)—I—np...... May 19 W73:7 174.0 172.8 146.5 (Continued from page 208) 
INDUSTRIAL PROD. (rb)—I—np Apr. 231 235 239 174 The WPB wants manufacturers to agree volun- 
Mining ......... Apr. 140 142 140 133 tarily to resume production of Low-Priced Lines 
Durable Goods, Mfr. ....c-emnen Apr. 337 345 361 215 when reconversion gains momentum. Failing this, 
Non-Durable Goods, Mfr. Apr. 174 176 172 141 | OPA will prescribe price controls. 
| 
CARLOADINGS—t—Total May 19 869 839 870 833 | * * * 
Manufactures & Miscellaneous May 19 402 389 383 379 
Mase. €. &. . be 3 May 19 108 108 105 156 To speed reconversion, the Surplus Property 
A co hese Eee May 19 53 49 41 43 Board announces that war contractors now produc- 
ing munitions in their own plants with Govern- 
ELEC. POWER Output (K.w. H. me May 19 4,377 4,302 4,246 3,269 ment Equipment may purchase such equipment 
SOFT COAL, Prod. (st) m Moy 19114 '10.6 12.0 -10.8 | ROW. The a PB rss prod = a on oe 
Cumulative from Jan. Voncccecnum May 19227 216 247 446 se neni “tae coda ees a 
Sdn End Mon aoe Se NS 
PETROLEUM—(bbls.) m _ | @ manner similar to the controlled materials audit 
Crude Output, Daily ......... May 19 4.9 4.9 4.5 4.1 | which the Board has been conducting for 18 
Gasoline Stocks ccc ee May 19 89.7 90.0 87.8 87.8 | months. 
fo eee May 19 38.6 38.9 50.8 94.1 wie w 
Rieating ‘Gil Stocks = May 19 29.5 29.0 31.1 54.8 
The WPB has published a detailed Reconver- 
LUMBER, Prod. (bd. ft.) m May 19 529 489 627 632, | «ion Time Tabl : d 6 Fi esese 
Stocks, End. Mo. bd. ft.) b Apr. 3.2 3.3 a Vaal) See ee eee 
| civilian products with total current quarterly pro- 
STEEL INGOT PROD. — m Apr. Tat 7.71 7.59 6.96 | duction valued at $3.56 billion. The Board esti- 
Cumulative from Jan. 1.............. a Apr. 28.9 Ce 21.6 30.2 74. 69) mates the aggregate break-even output level of 
ENGINEERING CONSTRUCTION | these industries at $1.32 billion and their capacity 
AWARDS (en) $m May 24 35.0 29.0 27.9 93.5 peace-time production at $2.51 billion which 
__ Cumulative from Jan. 1......... aie May 24 = 664 629 734 5,692 | would be 30% below the current rate. This does 
MISCELLANEOUS | not mesh well with the National Planning Asso- 
ig sate wears Orders er May 19 126 152 140 165 | = ciation’s “guesstimate” that industrial output must 
U. S. Newsprint Consumption (st)t Apr. 280 280 277 373) | «(be 40% above the 1941 levels full : 
Do., Stocks—End Mo. Apr. 489 489 415 523 Ha ok ee ee ee ee 
Hosiery Production (pairs) m............... Mar. 142 134 161 150 sali iis ee 
Portland Cement Prod. (bbls.)m Mar. 6.4 5.4 6.1 14.9 
Hide & Lthr. Stks., End Mo. (hds.)m Mar. 12.0 12.0 11.0 14.0 











Ag—Agriculture Dep't. b—Billions cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't., Jan., 1939—100. cd3—Com- 
merce Dep't., 1939—100. cdlb—Commerce Dep't. (1935-9—I00), using Labor Bureau and other data. en—Engineering News-Record. 
I—Seasonally adjusted Index, 1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. Ib3—Labor Bureau, 1935-9—100. Ib4—Labor 
Bureau, 1939—100. It—Long tons. m—RMillions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Street, using Federal 
Reserve Board data. np—Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal 
Reserve Board, Instalment and Charge accounts. st—Short tons. t—Thousands. tl—Treasurry and Reconstruction Finance Corp. 
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No. of ———— 1945 _ Indexes ——_—_—_ (Nov. 14, 1936, Cl_—100) High Low May 19 May 26 
Issues 1925 Close—100) High Low May 19? May 26 100 HIGH PRICED STOCKS... 85.36 73.59 84.56 84.06 
290 COMBINED AVERAGE ... 124.5 105.0 124.5Q 124.4 | 100 LOW PRICED STOCKS 138.58 112.22 138.26 138.58Y 
4 Agricultural Implements .... 187.5 160.5 187. 5H 182.9 6 Investment Trusts 52.6 44.7 50.7 50.5 
10 Aircraft (1927 Cl—100)..... 180.8 156.0 179.6 180.8D 3 Liquor (1927 Cl. —100) sa 539.4 391.0 527.1 525.1 
6 Air Lines (1934 Cl—100).... 758.1 559.6 758.1Z 747.5 & Machinery —._.._......... 168.2 137.5 165.7 168.2H 
5 Amusement ............ nice O68 78.9 86.8P 86.0 2 Mail Order _.... : 119.1 96.7 113.2 119.1Q 
13 Automobile Accessories 219.1 178.2 219.1Z 206.2 3 Meat Packing = 88.2 68.6 82.3 80.8 
12 Automobiles ...... is, AG 33.8 45.7 44.4 11 Metals, non-Ferrous _... 173.3 149.0 168.6 166.2 
3 Baking (1926 Cl —100).. ees) 14.3 16.3 16.1 3 Paper ......... : See 18.9 23.5H 23.5 
3 Business Machines .............. 263.5 221.3 263.5H 255.7 22 Petroleum ..... Bee steal 167.1 142.5 161.2 159.6 
2 Bus Lines (1926 Cl.—100) .. 160.8 123.5 155.8 160.8U 19 Public Utilities 77.3 55.4 76.0 77.3H 
MICHOMICOE 5a 207.5 189.2 204.9 206.1 5 Radio (1927 Cl.—100) 31.5 27.5 30.9 30.6 
4 Communication cece 85.4 73.5 84.7 84.6 7 Railroad nse : ~~ SN 68.9 79.3 79.3 
13 Construction _ ....... . aA 42.3 52.4H 52.0 20 Raikoods. SEE 22.8 30.4 31.7H 
7 Containers " . a24.5 276.5 317.4 323.5H 2 Shipbuilding coe HUGG 96.6 104.7 102.3 
8 Copper and Brass a ee 74.8 79.3 79.0 ee SOte ONIN co . 443.6 402.9 422.4 411.5 
DAD aley 1 UIGaUets: 57.8 47.6 57.8P 57.8 12 Steel and iron... ... 765 82.8 94.4 93.7 
5 Department Stores ............... 52.6 39.8 52.6R 52.0 USUI ey IO §5.2 60.9 65.7R 
5 Drugs and Toilet Articles... 144.5 117.6 142.0 144.5R 2 Sulphur 212.4 173.5 210.7 208.6 
2 Finance Companies ................ 253.9 222.1 250.5 248.8 3 Textiles 70.3 58.5 70.3H 69.7 
7 Food Brands  4EB2 134.5 157.3 158.2Z 3 Tires and Rubber 38.2 34.0 37.8 37.1 
2 Food Stores 67.6 56.1 67.5 iS. a 67.5 76.1 76.0 
4 Furniture 98.0 81.6 96.3 95.1 | 2 Variety Stores 279.2 255.6 274.8 279.2H 
3 Gold Mining — 1117.7 938.3 1105.3 1066.8 | 21 Unclassified (1944 Cl.—100) 114.8 100.0 114.8A 113.2 





New HIGH since: A—1944; D—1941; H—1937; P—1931; Q—1930; R—1929; U—1926; Y—Nov. 14, 1936. 
Z—New all-time HIGH. 
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Trend of Commodities 


Responding to heavy purchase of cereals for consumption 
at home and abroad, all of the standard commodity in- 
dexes, both cash and futures, advanced since our last issue 
to new war-time highs, thereby adding to inflationary pres- 
sures. Wheat and corn have for months been hugging their 
ceiling prices, with corn in scant supply at the best level 
since 1937. Rye advanced sensationally during the past 
fortnight under buying by distillers in preparation for the 
July liquor “holiday” recently authorized by the WPB. An 
advance of at least 3 cents in the ceiling price and Govern- 
ment loan rate on the 1945 wheat crop is expected to be 
announced before June 1, in line with the rise in farm parity 
price now compared with that prevailing on May 15 last 
year. Domestic and export demand for flour over the next 


few months is expected to top mill production capacity by a 
large margin. Meanwhile, with Congressional debate still 
holding up action on flour subsidies, which expire June 30, 
mills are selling only sparingly; but contracts include a deliv- 
ery cancellation clause if the subsidy issue is not settled by 
that date. In an effort to increase meat supplies, War 
Mobilization Director Vinson has raised subsidies on cattle 
and pork and the WFA has announced that all hogs, re- 
gardless of weight, will be supported at $13 per cwt., until 
Sept. 1, 1946. In the trade, few tangible results are ex- 
pected from these measures before six months. Shortage 
of lard, shortening and vegetable oils is also expected to 
continue for months, with soap flakes becoming virtually 
unobtainable. 





























































































































WHOLESALE COMMODITY PRICES 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. 1-Yr. Dec. 6 
May 26 Ago Ago Ago Ago Ago 1941 
183.9 183.8 183.8 183.8 181.8 180.1 156.9 
168.9 169.0 169.0 169.0 168.7 168.6 157.5 
194.1 194.2 194.1 193.5 190.8 190.8 156.6 


28 Basic Commodities 
Import Commodities 
'7 Domestic Commodities 


COMMODITY FUTURES INDEX 
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Average 1924-36 equals 100 


1945 1944 1943 1942 1941 1939 1938 1937 
High . 98.81 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
— 93.90 92.44 88.45 83.61 55.45 46.50 45.03 52.03 


Low 
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Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. 1-Yr. Dee. 6 
May 26 Ago Ago Ago Ago Ago 1941 
7 Domestic Agricultural... 228.6 228.1 226.8 225.7 221.9 221.5 163.9 








12 Foodstuffs... 209.8 209.5 209.5 208.9 206.7 206.0 169.2 
16 Raw Industrials 166.3 166.6 166.5 166.4 164.4 164.2 148.2 
RAW MATERIALS SPOT INDEX 
FES. MAR APR. MAY 
100 
Om 



































14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1945 1944 1943 1942 1941 1939 1938 1937 
High ......... 98.0 97.6 96.0 89.1 85.7 783 654 915 
low 96.7 «94.9 89.3. 86.1 74.3 «61.4 «57.5 64.7 
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Companies to Forge Ahead 
As Manpower Pinch Eases 





(Continued from page 245) 
the British coal industry, for in- 
stance, will take years although 
na.urally, production will go on 
during the modernization process. 

Longer term prospects however 
are uncertain despite the coal in- 
dustry’s aggressive promotional 
campaign aimed at retention of 
war-time markets. In view of the 
excessive productive capacity of 
the bituminous mines, a return of 
severe competitive conditions is 
likely and this prospect detracts 
from the longer range outlook for 
most coal companies, now doing 
extremely well. 

Reflecting wartime earnings 
improvement, coal shares have 
registered notable price advances 
in recent months. Companies such 
as Island Creek and Pond Creek 
Pocahontas have appeal because 
of their liberal and fairly secure 
yield. Though strictly speculative, 
such low-cost producers as West 
Virginia Coal & Coke and United 
Electric Coal Co.—due to highly 
mechanized production—are in a 
strong competitive position and 
thus perhaps somewhat less vul- 
nerable to the hazards of the in- 
evitable postwar relapse. For 
some time after the war, the in- 
dustry should do well, however, 
and a large export market in the 
early postwar years should pro- 
vide at least a partial offset to 
reduced domestic consumption. 
War-time improvement of fi- 
nances constitutes a constructive 
longer term factor. 

In the rubber tire industry, 
manpower shortages — in impor- 
tance second only to the earlier 
painful lack of materials and 
tire building capacity —is being 
overcome by release of skilled op- 
erators from the armed services 
and introduction of longer work 
hours. This industry, too, will 
move through the transitional era 
without any reconversion pause 
and new production and _ sales 
peaks are envisaged for this year 
and next. A marked step-up in 
tire output is planned during the 
current year, in line with urgent 
requirements for heavy duty 
tires, and an effort is made to 
meet civilian needs more ade- 


quately. Considerable new tire- 


building facilities have come into 
operation in 1944 and additional 
capacity is under construction to 
achieve that goal and eventually 
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to attack the huge deferred de- 
mand that has been building up 
during the war and to supply the 
tires and tubes needed for the 
forthcoming rebirth of the auto- 
mobile industry. 

In anticipation of peak profits 
for a considerable period, rubber 
shares in the past have outper- 
formed the general market and 
many are now above their 1937 
highs though still selling at fairly 
conservative price-earnings on 
basis of 1944 earnings. The lat- 
ter, after large reserves, have 
been very substantial but future 
earnings should compare favora- 
bly with past results, a prospect 
that should leave room for fur- 
ther enhancement of share values 
especially once tax relief becomes 
a certainty. 


First Quarter Dividend 
Payments Analyzed 








(Continued from page 262) 
the war in the Pacifie might 
mean, but even then, a good many 
industry groups would be vir- 
tually unaffected. 

There has been much debate of 
late over the prospect of lower 
dividends during transition from 
war to peace. No doubt some con- 
cerns will be forced to pare or 
suspend payments’ temporarily 
but such will be relatively few, 
we believe. First of all, dividend 
policies for the most part have 
been on the conservative side 
throughout the war, and finances 
have been materially strength- 
ened as a consequence. Then, too, 
periods of technical reconversion 
and stepping up production to 
break-even points are relatively 
short, for the majority of indus- 
try. Combined, the two factors 
should work to the advantage of 
the stockholder even during a 
spell of operating losses or sharply 
dwindling earnings. 


—The 
Mighty 
th 











_.War Loan— 





NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
cans. This is number sixty-five of a series 


ScHENLEY DistTILLeErs Corp., New York 


Bottled Taue 


Just too many oi our friends seem to 
be confused about the present-day high 
price of alcoholic beverages. Somehow 
or other, as indicated by our mail, a 
considerable number of our citizenry 
wonder why a bottle of whiskey is so 
expensive these days. A lot of these 
folk, of course, have memories of the 
good old days. Quite a few of these in- 
quiring minds wonder why there has 
not been an immediate reduction in the 
price of whiskey, now that our Govern- 
ment has permitted distilleries to pro- 
duce beverage spirits during the month 
of August. 


So, we'll take this means of advising 
those who are interested that just so 
long as the prodigious cost of conduct- 
ing a global war continues, there is little 
likelihood of any reduction in the price 
of our products. When you buy a bottle 
paying a 
Federal tax, state tax and in many areas 
a local tax. Of course, there is nothing 
new about high taxes in wartime. And 
product, 
surely we have no quarrel and neither 


ot whiskey today you are 


since whiskey is a_ luxury 
have you, with our Treasury’s upping 
the excise tax to a point where it 


amounts to $9 a gallon. 


Now, here’s a little mental arithmetic 
problem for you. It takes three gallons 
of whiskey to make a case—twelve 
quarts. If you buy a case of one hundred 
proof whiskey (whiskey is taxed on a 
proof gallon, not on a wine gallon), you 
are actually paying $27 excise tax on 
that single case or $2.25 per bottle. If 
your Whiskey is eighty-six proof, the 
tax is, of course, a little less, but don’t 
stop figuring yet. Add state taxes, too, 
and sometimes local taxes. At any rate, 
you now have a pretty fair idea of how 
much of the present price of a bottle 
of whiskey goes for taxes. 


No, you have no other alternative. 


You can either forego the luxury of 
your whiskey or you can say to your- 
self, “Well, here goes another con- 
tribution to the war effort.” 


MARK MERIT 
of ScHENLEY DisTILLers Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave., N. Y. 1, 
N. Y., and you will receive a booklet con- 
taining reprints of earlier articles on various 


subjects in this series. 








Seasonal Precedent 


On the basis of past seasonal 
habit, the case for a “summer 
market rise” is a pretty good one. 
The July or August highs in the 
Dow industrial average have been 
higher than the closing level of 
May in 41 out of the last 48 years. 
They have been higher by an 
average of about 10.4 per cent. 
This curious performance has 
been given on schedule in each 
of the past 14 years. Over that 
period the smallest advance from 
May close to July-August high 
was 3.1 per cent in 1948, the larg- 
est was 72.1 per cent in 1932. 
Some good ones in poor, or indif- 
‘ferent, market years were 13.3 
per cent in 1941, 11.5 per cent in 
1940 and 35.8 per cent in 1938. 
During the unbroken 14-year rec- 
ord, there were three bear mar- 
kets. This department is unde- 
cided whether to feel cheerful or 
worried. Since there has been only 
one exception out of the last 21 
years—and only 7 out of the last 
48 years—maybe it’s about time 
for another one. 








Stock Splits 


Unless the dividend is increased 
or continued unchanged on a per 
share basis, you don’t get any 
more for your money when a 
stock is split. It is the same sized 
pie, only cut into more slices. Nev- 
ertheless, many people dearly love 
a split—always enough to put the 
stock higher when the news be- 
gins to leak around. The latest 
example among prominent com- 
panies is Philip Morris. Splits 
have been so numerous that they 
have tended to stimulate demand 
for high-priced stocks on the 
mere possibility that the split 


272 


lightning will hit them. Excepting 
insiders, there’s no way of know- 
ing whether one is buying on a 
fancy or a coming fact. Two 
stocks which have been acting as 
if splits might be coming are 
Sears, Roebuck and J. C. Penney. 
Time will tell. 


Liquors 


The liquor stocks advanced on 
the news of the July holiday from 
war-alcohol production but ap- 
peared to meet stock for sale on 
the move, and in most instances 
under previous highs. This situ- 
ation begins to look like that in 
oils: earnings too good to be true 
in peacetime. Since Spring of 1942 
there has been a virtually revo- 
lutionary upward revision in 
price-earnings ratios and decline 
in dividend yields. 


Metal Stocks 


Some of the mining stocks have 
been acting better. Howe Sound is 
one of them: recently around 40, 
against 1945 high of 4334 and 
low of 34%. Output normally in- 
clude lead, zinc, silver, gold and 
copper. Recovery of the so-called 
precious metals is very impor- 
tant to profits. Under war-time 
operating difficulties earnings last 
year fell to $1.77, the lowest 
since 1933; and the dividend was 
only $1.75, against not less than 
$3 in each of the previous ten 
years. For the seven years 1935- 
1941, not less than $3.75 was 
paid, and the peak was $6 in 1937. 
Everybody knows the future for 
companies like this is not without 
uncertainties, but it is hard to 
imagine that Howe Sound earn- 
ings will remain as depressed as 
at present. 





Building Bottleneck 


Under modern methods, lumber 
can be adequately seasoned in 60 
days. But it will nevertheless be 
the worst bottleneck confronting 
the building revival. First, it will 
take at least several months to 
recruit adequate trained labor for 
logging. Second, only a minority 
of lumber companies are equipped 
for fast seasoning. Third, innum- 
erable local dealers must be re- 
stocked. Still, it is debatable 
whether building stocks have dis- 
counted “the boom” any more 
prematurely than have other fav- 
ored “peace stocks.” 


Auto Stocks 


The automobile stocks have 
been looking tired. Those who 
have held them for some time 
will probably concede that they 
are entitled to a rest, for the go- 
ing had been pretty fast in many 
of them. The revelation of what 
the Fisher Brothers considered a 
proper price to pay for Hudson 
has taken a lot of steam out of 
this speculation—and left people 
guessing more than ever before 
what the Fishers are fishing for. 
Few believe that Hudson — all 
snarled up in a family fight—is 
the limit of their ambition. On 
demonstrable value and earnings 
potentials, Chrysler and General 
Motors remain the cheapest of 
the lot, whether or not they need 
a good rest. 


J. S. Bache & Co. expands 


The 60-year old brokerage firm 
of J. S. Bache & Co. recently out- 
lined plans for a substantial ex- 
pansion of its capital and increase 
in partner personnel to facilitate 
broadening of its activities both 
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in this country and abroad. Effec- 
tive June 1, the firm will be 
known under the new name of 
Bache & Co. and the latter will 
simultaneously admit seven new 
general partners and six limited 
partners. The firm will have a 
capital in excess of $4,000,000. It 
will continue to emphasize its 
commission business in securities 
and commodities and, at the same 
time, is preparing itself to par- 
ticipate in the increasing demands 
for new capital by American busi- 
ness in the postwar period. The 
new partners will bring a wide 
range of experience in the com- 
modity as well as the security 
business, with a background that 
will permit expansion of the firm’s 
scope of activities both nationally 
and internationally. 


What Goes Up 


According to an old saying, 
what goes up must eventually 
come down. Or, to be redundant, 
the higher they fly, the harder 
they fall. With which introduc- 
tion, we note in the Kansas City 
Southern report that this railroad 
hauled 191,303 carloads of petro- 
leum products in 1944, against 
only 43,728 carloads in 1940— 
and 1940 was a year of better 
than fair business conditions. 
There’s a lot of non-recurrent war 
business in present railroad 
freight; and here’s an item that 
smacks very conspicuously of it. 
Meanwhile, this year alone Katy 
common highballed from a low of 
13 to recent high of 22%. 


A Good Value 

A manufacturing-merchant of 
men’s clothing, with an excellent 
record and in line for good busi- 
ness reclothing demobilized sol- 
diers, is Richman Bros., whose 
stock is listed on the Cleveland 
Stock Exchange and recently has 
been selling around 44. The busi- 
ness dates from 1879, though not 
in present corporate form, which 
dates from 1919. Unbroken and 
good dividends have been paid in 
every year since 1920. Due solely 
to wartime taxes, net was only 
$2.46 a share last year, almost 
identical with what was earned in 
the depression year 1932. With 
tax relief, the potentiality is prob- 
ably $3.50 or more. A $2 dividend 
is now being paid, against $3.00 
for the 12-year period 1930-1941, 
with the exception of $3.3714 in 
1936. Current assets are about 
$13 million, current liabilities only 
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$1.5 million. The company distrib- 
ute its own output through 60 
owned stores in 13 Eastern and 
Mid-Western states. 


Advertising 


It is believed that advertising 
will hold at high levels through 
the transition period. However, 
few if any of the listed stocks of 
publishing companies look attrac- 
tive at present advanced levels. 
The most speculative of them 
such as Curtis Publishing and 
Conde Nast—have had percentage 
advances among the most spectac- 
ular in the list, as measured from 
1942 bear market lows. A fairly 
conservative advertising situa- 
tion, with a promising prospect, is 
Columbia Broadcasting. This de- 
partment was partial to the stock 
at lower levels, and still likes it 
at 3714. 








STOCKS RECENTLY SHOWING 
ABOVE-AVERAGE STRENGTH 


| 
| American Can Murphy, G. C. 


| Am. Seating Paramount Pict. 
| Balt. & Ohio Penney, J. C. 

Coty Philip Morris 
| Dixie Cup Procter & Gamble | 
| Gen. Tele. Scott Paper 
| Greyhound Sears, Roebuck 


Squibb & Sons 
Sterling Drug 
Union Pacific 


| Holly Sugar 

| Lane Bryant 

| McLellan Stores 
| McQuay-Norris Univ. Leaf Tob. 
| Mont. Ward Woolworth 














Expansion 

Plans for expansion in the mer- 
chandising field are more ambi- 
tious than at any time since the 
1920’s. Partially emulating the 
big chains, many large depart- 
ment stores will expand the num- 
ber of their suburban branches or 
open additional branch stores in 
distant cities. For all practical 
purposes, this amounts to chain 
store operation with all units 
under a common name. Best and 
Saks-Fifth Avenue (a subsidiary 
of Gimbel’s) are examples of this 
type. Expansion of a different 
type is represented by Federated 
Department Stores’ recent pur- 
chase of the Foley Bros. store, 
largest department store in Hous- 
ton, Tex., for a price of about 
$8,000,000. Federated, whose 
units include Abraham & Straus 
in Brooklyn, Blomingdale in New 
York and Filene in Boston, be- 
lieves in large stores, operated 
under their original names and 
with considerable autonomy. This 
stock still appears to be priced 


quite reasonably on its longer- 
term potentials. 


London Market 


The bull market in London has 
looked very toppy in_ recent 
weeks. One reason is that political 
uncertainty for the first time in 
years has investors jittery. Some 
go so far as to say that in the 
July election the British people 
will decide between Capitalism 
and Socialism. Probably that’s an 
over-simplification—but a victory 
by the Labor Party might not im- 
probably send London into a bear 
market. How that would affect 
our market is a moot question. 
One thing certain is that it would 
not be helpful. 


Oil Stocks 

During the most recent period 
of market strength, most oil equi- 
ties have been quiet. This will in 
any event be another year of ex- 
cellent earnings, possibly with a 
sizable gain over last year. Prob- 
ably the trouble with the stocks 
is that the present situation is 
just too good. Stocks do best when 
speculators can discount optim- 
istic future prospects. When earn- 
ings are at record highs, as they 
are for many oils, people must 
wonder whether the future can 
be any better. In this instance, 
probably not—at least for sev- 
eral vears after the war. 


Stocking Stocks 


Hosiery stocks, such as Gotham 
and Real Silk, have been getting 
a whirl. From this corner, the 
fundamentals of the hosiery situ- 
ation don’t look too enticing. Sure, 
there’ll be a big demand for stock- 
ings made out of something better 
than rayon or cotton. But it will 
be filled within a year or so of 
high production, with profits sub- 
ject to high war-time tax rates. 
Moreover, some of the new mate- 
rials, such as Nylon, are able to 
add enormously to the lifetime of 
hosiery; and, in time, probably 
will cut replacement demand 
greatly. 


If Taxes Are Cut 


A reduction in the excess profits 
tax rate in 1946 is a possibility, 
depending on how the Jap war 
goes. If stocks otherwise have a 
good earnings outlook, the tax re- 
lief prospect is “something extra” 
to go for. Watch our special arti- 
cle in the next issue for “best 
bets.” 
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The Personal Service Department of THE MAGAzINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities; one request per month. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





Lone Star Cement 


Please inform me as to near term and 
post-war prospects for Lone Star Cement 
Company. Enclosed is a stamped envelope 
for a reply. With thanks. 

—D. G., Bangor, Me. 


A bright outlook in the post- 
war period for the cement indus- 
try was predicted by R. A. Hum- 
mel, president of the Lone Star 
Cement Corp., in the company’s 
annual report to stockholders. 

During 1944, as in the previous 
years, Mr. Hummel pointed out, 
84 per cent of the corporation’s 
domestic production went into 
construction projects related to 
the war efforts. “Indications are, 
however,” he added, “that re- 
maining work of this type is very 
limited and therefore, until war- 
time restrictions on other types 
of construction are removed or 
eased, there is little prospect for 
any substantial improvement. Ex- 
ports, for the first time in the 
history of the corporation, ac- 
counted for an appreciable part of 
the domestic shipments. Domes- 
tic operating rate was 44.1 per 
cent as compared with 68.1 per 
cent in 1948. 


Operations in 1944 resulted in 
a consolidated net profit of $2,- 
055,256 equivalent to 2.17 a share 
as compared with $2,723,916 or 
2.87 a share for 1943. Consoli- 
dated net assets, including net 
assets of the Cuban and South 
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American subsidiary companies, 
totaled $44,956,886 at the 1944 
year-end, compared with $44,273,- 
103 for the preceding year. Sales 
for the year ended December 31, 
1944, amounted to $27,966,013 as 
against $29,684,219 a year earlier. 


The fuel supply continued to 
be the most serious problem in 
Cuban and South American op- 
erations. 


Referring to the company’s 
post-war problems, Mr. Hummel 
added that the bringing of the 
properties back to first class con- 
dition to meet the expected post- 
war demand presents a serious 
and costly problem. 


American Cyanamid 


I would appreciate recent earning figures 
and post-war prospects for American 
Cyanamid Company. 


—L. O., Salem, Mass. 


A net income, after all charges, 
of $5,919,257 for last year com- 
pared to $6,006,426 for 1943 was 
reported by the American Cyan- 
amid Co. Income per share of 
outstanding stock was $2.20 for 
1944, against $2.27 for the pre- 
vious year. Of the net income ap- 
proximately 12 per cent was de- 
rived last year from operations 
in foreign countries, chiefly Can- 
ada, in contrast to 10 per cent 
in 1948. 


Although sales of American 
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Cyanamid were lower last year 
than in 1943 the wartime demand 
for the company’s products con- 
tinued at abnormally high levels. 

The chemical company spent 
$8,044,266 for additions and ex- 
tensions to its plants and proper- 
ties last year. Included in these 
capital expenditures was the ac- 
quisition of the manufacturing 
facilities for titanium dioxide pig- 
ments from the Virginia Chemi- 
cal Corporation. 

The post-war prospects for 
this company are favorable. 


$10,000 Fund For the Education 
of Two Sons 
Your recommendations of investment 


policy based on the following data would 
be appreciated. 


At the present tune I am m a 100% 
liquid position in line with recommenda- 
tions of the exercise of caution in your 
weekly forecast letter. I have $10,000 to 
invest and have believed that the near 


future would present a more desirable op- 
portunity to become fully invested. 

The primary purpose of this fund is 
for the education of my two sons, so se- 
curity would be, of course, a primary con- 
sideration. Capital appreciation is my main 
objective with yield of secondary tmpor- 
tance. 

Any suggestions or advice which you 
may offer in my case would be deeply ap- 


preciated. 
J. U., Dover, Del. 


As the stock market is cur- 
rently selling at the highest level 
in years and the conversion pe- 
riod just ahead will mean a con- 
traction in sales and earnings, 
even though this situation will be 
temporary, there are also so many 
uncertainties prevailing that a 
cautious attitude is justified, es- 
pecially for an investor primarily 
interested in safety. 

In the April 28th issue of our 
magazine we presented on page 
91 “Sound Equities With Good 
Yields.” We suggest you watch 
these issues as they are attrac- 
tive additional investment recom- 
mendations. 

In the meantime we recom- 
mend investing funds in govern- 
ment bonds as they are the safest 
of all investments. 
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With an eye to offsetting shrinkage in military demand Bridgeport Brass Co. 
has acquired the sanitary ware plant of Exeter Brass Co., Exeter, N. H., to increase 
supplies of castings for civilian production. 





Domestic businéss interests are reaching out for former German possessions; 
U.S. Lines are reported to have made an informal bid for the liner Europa, now flying 
the Stars and Stripes at Bremen and probably serviceable after a few weeks of touching up. 





By October or November of this year,Packard Motors hopes to begin delivery of ~ 
new cars for civilians, with output for the first full year optimistically set at 60,000. 





A subsidiary of General Ceramics Co. at Metuchen, N. J., formerly known as 
Carrilon Ceramics Co., has been sold to Richmond Radiator Co. 


Volume production of an interesting new thermoplastic has been announced by 
Monsanto Chemical ¢. Known as Styramic HT, the new product is the result of six years 
, research, and has remarkable heat resistance combined with high insulating efficiency 
| as needed for radar and television work. 


Expanding into Canada, American-Marietta Co. has purchased Ottawa Paint Works, 
Ltd., with branches in Ottawa, Toronto and Montreal. Among other items the company 
manufactures finishes. 


Another merger is that of Extruded Metal Products Co., Bridgeport, Conn., with 
Cleveland Graphite Bronze Co., the latter company buying all outstanding capital stock 
of Extruded Metals. 


Certain kinds of vessels are beginning to find foreign buyers, as evidenced 
by the recent sale of four iad beagles by Great Lakes Transit Co. to a shipping concern in 
Valparaiso, Chile. 














Mass production of TELEVISION sets after the war will be on quite an extensive 
scale, according to the American Broadcasting Co., and forty stations will be flashing 
the necessary beams by the end of 1946. 


Manufacturers expect to sell 100,000 of these sets the first year, and prices 
will range from $75 to $1,200 with the bulk priced at about $300, but many table sets 
will be available in the lower price range. 


Stockholders of Phillip Morris & Co. will vote on July 10, 1945 for decision on 
a@ proposed two for one split in the common stock, and an increase in this issue from $45 
‘million to $50 million. 


Kroger Grocery is still expanding, this time by the purchase of John B. Cook 
Packing Company of Scottsbluff, Nebraska. 


, Another meat packing plant changing hands is one owned by Regal Corporation 
at Elizabeth, N.J. which has been acquired by Food Fair Stores Inc. 


According to the Department of Commerce, the number of American business 
enterprises increased by 100,000 during the first nine months of 1944, reversing the 
heavy trend of liquidation among smaller businesses noted during earlier war years. 
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The largest maven satan: transaction in the history of Texas occurred in 
the purchase of Foley Bros. Dry Goods Co. of Houston and some valuable real estate for 
a huge new building. The buyer was Federated Department Stores and the amount involved 


was over $9 million. 


A newly organized subsidiary of Reynolds Metals Co. is Reynolds Internacionale 
de Mexico, preparing to build and operate the first aluminum plant in Mexico. Agencies 
of the United States and the Mexican Government sr expressed their approval of the 
venture. 

A leading men's apparel store in Chicago, ; Cinry C. Lytton & Co., has acquired 
the Young-Quinlan Co. of Minneapolis, whose annual volume exceeds $2,200,00. No change 
of names will be made. 


An all-time sales record for six and twelve months ended February 3, 1944 is 
reported by Bloomindale Bros., New York's big department store, sales for the half year 
reaching $22.4 million and for the full year $39.3 million. 


Not to be outdone in, breaking records in this field, Abraham and Strauss of 
Brooklyn announce respective peak volume for the same period as having been $21.7 
million for six months and $38.2 million for 12 months. 


A Hungarian has licensed Eversharp and the Eberhard Faber mephidasice to 
produce and sell a new pen with a small ball bearing point and holding up to a years 
supply of waterproof, instantly drying ink. The pen will even write under water without 
spreading. 

Lorgest distributors of groceries at wholesale will be the new Consolidated 
Grocers Corporation, a combine of several 50 year old concerns new serving 100,000 
retailers and with’an expected volume of $100 million annually. 


Companies comprising this new giant will be Sprague Warner-Kenny Corporation, 
Reid Mordock & Co., Western Grocer Co., Marshall Canning Co., and Dannemiller Grocery 
Co., the last three all subsidiaries of the Sprague concern. 


Anticipating return to civilian production, Ford Motor Co. has purchased 82 
acres near Atlanta, Ga. for a plant to assemble 350 automobiles per day, construction to 
begin when conditions permit. 


Dodge and Olcott Company, one of the oldest and largest producers of essential 
oils in the United States, has been absorbed by U. S. Industrial Chemicals, Inc. 


By installation of an "error-proof" radio system of word transmission between 
the United States and Great Britain, with.an extension to San Francisco, RCA Communi- 
cations, Inc. expects to more than triple its prewar traffic capacity. 


As many as 488 words a minute can now be routed simultaneously in both directions 
on eight channels to a single station by this device. In case of an error, @ bell rings 
and a maltese cross appears upon the copy. 


Postwar competition with metal ball-cock valves is promised by the Bakelite 
pexperetion which is preparing to invade the market with valves made of.plastic from 
heir synthetic "Polystrene". 


Another in its chain of stores has been established by Spiegel Inc, at Sheboygan, 
Wis. Complete stocks of ready-to-wear garments, accessories and furs will be offered. 


Grayson Shops, Inc., operating a chain of 26 women apparel stores in California, 
Oregon and Washington, has financed itself by a $1,000,000 serial bank loan. 


The plate glass industry is well geared to expand volume with the expected hoon 
in the construction and automobile fields. Plate glass production in 1944 was 101,971,000 
square feet compared with 190,398,000 square feet in 1941, 


Illustrating new potentials for the frozen food industry, a asia cooked 
frozen dinner was recently shipped from New Orleans’ famous Louisane restaurant and 
served hot in Memphis, Tenn. 
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Investment Audit of 
united Fruit 





(Continued jrom page 200) 


release OI 1ls newer ships by the 
Government at the conciusion of 
hostiliuies, the company plans to 
institute a tast service between 
Pacilc ports and kurope with con- 
sequent broad expansion of its 
Conumental business. Distribution 
in this area in normal times is 
handied by an English subsidiary 
in which United Fruit has an in- 
vestment of about $10 million dol- 
lars and from which net earnings 
have been nil during the period of 
war. Another prewar investment 
of some $2.5 million, in Germany, 
has been written off as a total 
loss, charged against earnings 
several years ago. 

Viewed from the angle of oper- 
ations in years of peace, the busi- 
ness has demonstrated unusual 
stability, in comparison with most 
industrial enterprises. To be sure, 
in periods of depression declining 
food prices and variations in eat- 
ing habits tend to reduce volume 
and narrow profit margins, and 
shipping revenues fall off measur- 
ably, but the strong cash position 
of United Fruit has enabled it to 
ride through all such temporary 
storms without too serious effect 
upon dividend distributions. An- 
nual payments of $4 per share 
during the five years preceding 
the industrial collapse in 1933 
were reduced to $2 in that year, 
only to be raised gradually to the 
currently restored rate of $1 per 
share quarterly. That the com- 
pany has never been “in the red” 
during its long history is suffi- 
cient evidence of its well sus- 
tained earning power. 

2,925,000 shares of no par 
common shares provide a simple 
capital structure; the company 
has neither funded debt nor pre- 
ferred stock. In spite of heavy 
outlays for fixed investments and 
the varied operations of numerous 
subsidiaries, working capital of 
$38.5 million appears ample to 
meet all requirements. After pay- 
ment of liberal dividends during 
the last two decades, United Fruit 
has ploughed back into the busi- 
ness from earnings over $40 mil- 
lion, not to mention cash incre- 
ments resulting from liberal de- 
preciation charges. Since Pearl 
Harbor alone, working capital has 
increased by about $18 million or 
90%, perhaps achieved to some 
extent by heavy insurance re- 


JUNE 9, 1945 





ceipts for vessels lost. This ac- 
cumulation ot liquid resources is 
all the more interesting as it was 
accomplished after expenditure of 
$17.5 million for fixed assets in 
1944, and it leaves ample cash for 
similar outlays of over $19 mil- 
lion planned for 1945. 


Operating income during 1944, 
after allowance for depreciation, 
amounted to $28.9 million, more 
than double the figure for the 
previous year, but taxes also rose 
by $10 million to $14.2 million, 
after deduction of $416,000 post- 
war credits. Net earnings avail- 
able for stockholders amounted to 
$14.7 million or $5.04 per share, a 
figure exceeded only twice in the 
last 15 years. As it is unlikely 
that increased shipments of the 
company’s products could account 
for much of the reported gain, a 
reasonable guess would point to 
increased settlement and payment 
of charter rates by the Govern- 
ment and increased revenues from 
cargoes carried for the Allies. 
Whatever the explanation, the re- 
sourcefulness of the company as 
an income earner is the main 
point. 

With a return to normal condi- 
tions and some relief from EPT 
taxes, there appears to be no rea- 
son why United Fruit should not 
equal or exceed its prewar record 
of producing satisfactory earn- 
ings for its stockholders. Demand 
for both bananas and sugar has 
been remarkably stable for many 
years past, but varying prices for 
these products will always be the 
determinant of yearly net. Post- 
war earnings from shipping are 
potentially bright, due to indi- 
cated expansion of trade with the 
Caribbean area and renewal of 
tourist travel on a possibly broader 
scale than ever. 


As a fairly conservative income 
producer, the company’s capital 
stock, normally has always been 
selling high in relation to earn- 
ings. The present price-earnings 
ratio is therefore not particularly 
exceptional though it has been a 
good many years since investors 
have been willing to pay the cur- 
rent high premium at which the 
stock is selling. This may be ex- 
plained on two grounds: (1) The 
good peace-time growth prospects 
which give the stock a distinct 
measure of attraction, and (2) 
restoration of the $4 annual divi- 
dend which raises the income 
yield to 4% on basis of current 
market price, not a bad showing 
for a quality stock in these days 


of low interest rates. 

in spite of demonstrated earn- 
ings stability and financial 
strength, the stock nevertheless 
has fluctuated markedly in the 
past, along with the general mar- 
ket. In 1942, the equity sold as 
low as 4814 and the average an- 
nual price spread since 1936 has 
been about 22 points, between the 
high and low. Prior to the stock’s 
latest advance to around 101, a 
peak of 95 was registered in 1939, 
as compared with a 1937 high of 
8634. 





Market Outlook for Utility 
Securities 





(Continued from page 254) 
the holding companies were, of 


course, under greater market 
pressure than the operating com- 
pany stocks, because it was 


feared that the SEC would or- 
der liquidation of their holdings 
at ruinous prices. Some of this 
fear still persists and many hold- 
ing company securities have also 
been placed on a non-income basis 
by SEC orders. 


However, the holding company 
stock index cited above may not 
fully reflect the current interest 
in the holding company issues, 
since it does not include the pre- 
ferred stocks with large arrears. 
Trading interest in the utilities 
has been largely concentrated in 
these senior issues, although 
more recently there has_ been 
some heavy trading in some of 
the “cat and dog” utility com- 
mons. Many of the preferred 
stocks have enjoyed huge ad- 
vances in the past three years— 
several times the gain indicated 
by the index. Is this rate of gain 
likely to continue over the coming 
year? 


While the level of the operat- 
ing company stocks furnishes a 
general “yardstick” for holding 
company issues (through the 
average price-earnings ratio), it 
is the time factor in holding com- 
pany dissolution programs that 
usually accounts for increased 
market activity and rapid price 
advances. Thus, several months 
ago National Power & Light sold 
around 8; recently it has ad- 
vanced to 111% on a favorable 
rate decision affecting its princi- 
pal subsidiary in Pennsylvania, 
and on rumors that valuable 
rights might be given to stock- 
holders. Similarly, Columbia Gas 
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common has advanced on propo- 
sals for a dissolution plan ad- 
vanced by a new committee of 
stockholders. There has been a 
recent advance in the American & 
Foreign Power group, in this case 
based purely on rumors regarding 
possible changes in the plan now 
before the SEC. 

The “rumor factory” of the 
1920s again seems to be in oper- 
ation this time producing rumors 
of plans and changes of plans for 
dissolving holding companies, in- 
stead of plans for building new 
ones as in the 1920s. Despite the 
fact that the holding companies 
are being unravelled instead of 
built up, the market responds in 
similar fashion. While the present 
bull market continues the public 
will probably continue to respond 
to new information or misinfor- 
mation respecting holding com- 
pany developments—bidding eag- 
erly for stocks of holding com- 
panies where quick action of some 
kind is anticipated, and ignoring 
the bargains elsewhere in the util- 
ity list. 

It is unfortunate that this 
should be true of a section of the 
list which is, in theory, so amply 
safeguarded by SEC regulation 
and by the official theory that 
buyers should pay attention only 
to bulky prospectuses and lengthy 
official “findings” and decisions. 
The difficulty is that no one has 
yet found a way to control the 
speculative urge itself. Few spec- 
ulators unfortunately have the 
time or the inclination to dig into 
facts and precedents; they still 
prefer “tips” and “inside dope.” 
However, unwary speculators of 
this type will again pay the pen- 
alty for their mistakes, while the 
shrewd buyers who analyze real 
values and hold their securities 
throughout a stock market cycle 
will doubtless continue to realize 
substantial rewards based on 
thorough investigation of SEC 
releases and other official data. 

Many senior securities of hold- 
ing companies still appear under- 
valued on the basis of ultimate 
break-up programs, while some of 
the junior issues appear much too 
high on comparative statistical 
basis. 








Albert Ramond & Associates, Inc. 
Serving American Industry Since 1916 
INDUSTRIAL ENGINEERS 
Cost Reduction « Improved Wages 
Production Management 
Chrysler Bidg., New York 17 - Tribune Tower, Chicago 11 
Russ Bidg., San Francisco 4 - 200 Bay Street, Toronto 1 
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Changes in Investment Trust 
Holdings 





(Continued from page 239) 


favors this issue most highly of 
all. Rather is it merely an indi- 
cation that among a long list of 
highly diversified holdings more 
investment trusts like to include 
it. As a matter of fact the relative 
position of the leaders in this 
comparative list seldom seems to 
change, at least not recently. 

As has been noted, buying and 
selling by the individual invest- 
ment companies for various mo- 
tives has little relation to obvious 
and fundamental factors which 
might lead the average investor 
to change his own portfolio. Some 
investors studying the list might 
even attribute more significance 
to the relative dollar values of the 
investment company holdings 
than to the number of trusts own- 
ing them, but even this factor 
must have its reservations. 

Pacific Gas & Electric Co. of a 
value of $2,465,000 is held by 16 
investment companies, whereas 
only 10 hold $8,241,000 Pepsi Cola 
stock and the relative investment 
merits of the two issues will 
hardly bear comparison. Many 
other similar observations could 
be made from an inspection of the 
entire list; it only serves to show 
that in the main the figures dis- 
closed must be accepted for what 
they are worth to the reader and 
with full realization that the com- 
posite actions of a large group of 
experts cannot be regarded as an 
intelligent guide to one’s own 
course. 





Opportunities for Income 
and Appreciation in Bonds 
and Preferred Stocks 





(Continued from page 266) 


December 31, 1944, interest com- 
puted on an annual basis was 
$13,608,883 less than on the obli- 
gations outstanding at the end of 
1932, a reduction of 28.7%. In 
1944 there was a net reduction of 
$33,786,734 in debt. Since 1932 
the reduction amounts to $250,- 
627,664 or 22.50. 


AMERICAN TELEPHONE & TELE- 
GRAPH CO.: Holders of this com- 
pany’s debenture 3s due 1956 
have been converting their obli- 
gations recently into common 
stock at a greatly accelerated 
pace. The amount of these deben- 
(Please turn to page 282) 
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Allied Chemical & Dye Corporation 
61 Broadway, New York 


May 29, 1945 


Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 97 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable June 20, 1945, to 
common stockholders of record at the 
close of business June 8, 1945, 


W. C. KING, Secretary 











UNION CARBIDE 

AND CARBON 

CORPORATION 
UCC) 


A cash dividend of Seventy-five cents 
(75¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable July 2, 1945. 
to stockholders of record at the close 
of business June 1, 1945. 


ROBERT W. WHITE, Vice-President 

















C.LT. FINANCIAL CORPORATION 


formerly 
Commercial Investment Trust Corporation 


Common Stock Dividend 


A quarterly dividend of 50 cents per share in* 


cash has been declared on the Common Stock 
of C. I. T. FINANCIAL CORPORATION. 
payable July 1, 1945, to stockholders of record 


at the close of business June 9, 1945. The 
transfer books will not close. Checks will be 
mailed. 


JOHN I. SNYDER, Treasurer. 
May 24, 1945. 


STOCKS 


Most Favored 


for Next Advance 


SPECIAL UNITED OPINION 
A report, newly prepared, lists 
the 12 issues most recommended 
by leading financial authorities for 
market appreciation. 








Common stock buying advices 
of more than fifteen advisory 
services have been reviewed in 
the preparation. of this valuable 
report — obtainable from no 
other source. 


A copy of this exclusive report 
will be sent without obligation. 


Send for Bulletin FM-71 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ re Boston 16, Mass 
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1945 Reappraisals and 
Forecasts of the Utilities 





(Continued from page 251) 


Since the actual production of 
electricity costs less than one- 
fifth of the revenue dollar, the 
utilities can easily afford to sell 
additional electricity to the house- 
holder at a reduced rate, once the 
transmission and distribution fa- 
cilities are installed. Practically 
all utility companies have promo- 
tional rate schedules; but they 
vary considerably in their policies 
of promoting greater use of elec- 
tric appliances and pushing resi- 
dential sales. Many companies are 
behind the procession in this re- 
spect, and frequently they are the 
companies which appear most vul- 
nerable to a rate cut, despite the 
fact that they may be earning 
only an average rate of return on 
their investment. 

The question of rate cuts is, 
therefore, not merely a question 
of accounting adjustments, plant 
write-offs, and newfangled ways 
of computing fair return — it is 
also a practical question of keep- 
ing the consumer happy and urg- 
ing him to use more and more 
electricity. Since the margin of 
profit automatically increases on 
additional sales, the company may 
actually make a bigger profit with 
lower average rates, if it is a 
clever merchandiser. 

Residential rates during the 
war have not decreased any faster 
than during the prewar period. 
During 1940-44 the decline in 
residential revenues per KWH has 
been from 3.84c to 3.5lc, a de- 
crease of 9%; while in the period 2 : 
1936-40 the average rate dropped need of Powei to Win to finish the job quickly Vans: mae 
from 4.67¢c to 3.84c, a decline of and completely, concentrating on Japan until Are Power, Too! 
18%. Residential use of electri- our war efforts bring total victory and un- 5° Wer soonseed 
city has continued to gain during ond See 
the war at almost the same rate 
as in earlier years despite lack of 
new appliances. 

Obviously, residential and com- sd '@] Ww E R 7 @] Ww : N 
mercial business should gain at a 
still faster rate from now on. 
Even in February this year, de- 
spite the war-time restrictions 
then prevailing, residential sales 
were running 7% ahead of last 
year in kilowatts and 5% in reve- 
nues; commercial sales were up 
7% and 6% respectively. Restric- 
tions are now being rapidly lifted 
on the manufacture of many ap- 








The victory over Germany emphasizes the 


conditional surrender. Continental, producer 
of Power, continues to concentrate on 
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grow substantially in 1946. Many 
of these will merely replace out- 
worn or obsolete equipment, but 
nevertheless the effects on resi- 
dential sales should accelerate 
over the next two or three years. 
Added to this will be the sale of 
current for hundreds of thousands 
of new homes, apartment build- 
ings, office structures and other 
buildings, which will spring up as 
soon as labor and materials are 


available. The utilities should, 
therefore, enjoy a “boom” in resi- 
dential sales over the next few 
years and those companies which 
are good merchandisers should 
gain the major benefits. 


Loss of War Business Not Serious 


The loss of much of the tre- 
mendous wartime industrial load 
should not greatly affect utility 
earnings. Much of this power has 














, & can give them a lift 
in more ways than one if you 
will go easy on Long Dis- 
tance between 7 and 10 each 
night. 


That’s the time many ser- 
vice men are calling home 
and they’ll appreciate your 
help in leaving the lines for 
them. 


BELL TELEPHONE SYSTEM 

















been sold at rates averaging about 
¥% of a cent — about one-fifth as 
much as the same kilowatt would 
bring in residential use. In order 
to furnish this heavy load, the 
utilities have had to use obsolete 
steam plant equipment at heavy 
fuel cost, maintain elaborate 
power pools, etc. While power has 
been sold on a wholesale basis, it 
is doubtful whether the utilities 
have made any real profits. And 
such profits as were made have 
been taxed from 40% to 8514% 
by the Federal Government. Hence 
the loss of this war business, huge 
as the sales figures seem, should 
have relatively little effect on util- 
ity earnings. For example, Con- 
solidated Edison (company only) 
in the first quarter of 1945 re- 
ported net earnings of $11,613,- 
751, compared with $7,119,863 in 
the same quarter of 1944, despite 
the fact that sales in millions of 
kilowatts were only 1,260 this 
year compared with 1,638 last 
year. 


The electric utilities have been 
doing pretty well this year, de- 
spite the cutbacks in aluminum 
production, the nationwide brown- 
out, etc. In January, total net in- 
come as reported by the Federal 
Power Commission was 9% ahead 
of last year, and in February 
11%. In March (probably due to 
the brownout now lifted) net 
dropped 9%, but the average gain 
for the third quarter was 4%. 


Last year Federal hydro proj- 
ects produced 31,000,000,000 kwh 
compared with less than 1,000,- 
000,000 in 1934. This immense 
amount of energy was invaluable 
to the war effort for producing 
aluminum, magnesium, etc., but 
what will be done with it after the 
war? The Government will doubt- 
less try to attract new industries 
to the areas served by Bonneville, 
Grand Coulee and other federal 
power districts. There is some 
talk of experimenting with elec- 
tric house heating; possibly air 
conditioning will also be pushed. 
But the Government cannut ex- 
tend these retail uses without 
either buying up the distributing 
facilities of private companies, 
such as Puget Sound Power & 
Light, or selling the local com- 
panies power at very low cost to 
stimulate new uses. Before the 
war the Government began ex- 
perimenting with long distance 
transmission of current, to widen 
the market for federal power; but 
this program was interrupted by 
the war. 
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In our opinion, the present 
Washington Administration will 
be less likely to continue the rapid 
expansion of federal power proj- 
ects despite the efforts of Mr. 
Leland Olds and others. It also 
seems unlikely that it will at- 
tempt to force private companies 
to sell their distributing facilities 
at unreasonably low prices. Read- 
justments and concessions on both 
sides will permit reasonable, if not 
profitable, employment of the 
huge supply of government power 
until peacetime industries can be 
shifted to the Tennessee Valley, 
the Northwest, etc. 

Post-war Operating Costs? 

What will happen to the utili- 
ties’ operating costs after the 
war? They have been fortunate 
in being able to hold wages and 
salaries at almost the same level 
during the wartime period, de- 
spite the big increase in output; 
many economies have been insti- 
tuted, such as bi-monthly billing, 
and some maintenance has been 
deferred. After the war many em- 
ployees will be returning from the 
armed services, and the labor 
unions may become more aggres- 
sive. Thus labor costs (which now 
take about 17% of the revenue 
dollar) may show a rising trend 
after the war. Fuel costs, which 
are almost as important, may also 
reflect pending increases in coal 
prices (due to miners’ wage in- 
creases) ; on the other hand, there 
may be some substantial fuel sav- 
ings when standby steam plants 
are restored to an emergency 
basis, instead of steady wartime 
service. Moreover, the lessons 
learned in mass production of gen- 
erators for ships during the war 
may well be applied toward re- 
placing obsolete utility plants, 
with further substantial fuel sav- 
ings. 

Utilities have been very fortu- 
nate in being able to reduce their 
fixed charges by refunding oper- 
ations in recent years. Thus last 
year fixed charges (which prob- 
ably included larger amortization 
costs) aggregated the same as in 
1939 and considerably less than in 
1930 — despite the huge increase 
in plant capacity in the interim. 
Now the utilities are rapidly re- 
funding their preferred stock 
also; last year preferred dividend 
payments dropped 6% and in the 
last quarter of the year over 7%. 
This helps to protect the position 
of the common stockholders. And 
unless a reversal in long term 
money rates occurs, the utilities 
should be able to continue their 
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Crawford Compressor Station, near Columbus, Ohio—largest of its kind in the world 


For American Homes and Industries 


Through a vast and busy network of pipe lines and compressors, Columbia 
System serves the homes and industries in 1600 communities with a 


population in excess of 5,000,000 


During the past war years, millions of cubic feet of Natural Gas 
distributed by the operating companies of Columbia have gone to our 
many war plants for the production of our arms of war—Fuel for Our 


Fires of Freedom. 


The Columbia System has concentrated its efforts in supplying these 


fires, and also in maintaining the output of electric energy at wartime peaks. 


Columbia will continue to dedicate .its efforts and responsibility to 
the public—the public it serves and the public by which it is owned: 
82,000 shareholders living in every state and territory and many foreign 
countries. 


COLUMBIA GAS & ELECTRIC 
CORPORATION 
























refunding operations on a heavy 
scale for two or three years be- 
fore the program is completed. 
No discussion of utility earn- 
ings is complete without an analy- 
sis of the tax question. Taxes of 
course have been eating away a 
good deal of profits. With physi- 
cal output nearly 214 times as 
great as in 1928, utilities are mak- 
ing less money than in that year. 
The principal reason is that taxes 
now take $703,000,000 a year 
compared to $167,000,000 in 1928. 
Twenty-four cents out of each 


dollar earned is turned over to the 


tax collector, compared with less 
than ten cents in 1928. The utili- 


ties are much more heavily taxed 
than many other industries. They 


had been looking forward to relief 
from the excess profits tax — 


which alone took $210,000,000 
last year despite the fact that 


few utilities were permitted by 
the commissions to earn any real 


“excess profits.” The electric utili- 
ties, as a whole, averaged only 
about 514% on the investment; 
excess profits taxes are supposed 








in your pos 


Tus illustration clearly shows how 
ARMCO Galvanized PainTcRIP steel 
offers three-way protection against 
rust for the painted sheet metal parts 
of home appliances, farm equipment 
and industrial products. 


® First is the full-weight galvanized 
coating that protects the steel base 
from rusting. 


Second is the mill-Bonderizing that 
takes and preserves the paint without 
shop treatment. No fuss, no bother, 
no added production cost. 


Third is the smooth, tight paint or 
enamel finish that’s applied as soon 
as the sheet metal is formed. This 
finish lasts several times longer than 
paint on ordinary galvanized or un- 
coated sheets — because there is a 
neutral film between the raw zinc 
and the paint. 
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QHELP FINISH THE FIGHT—WITH WAR BONDS 





ill you offer this 


Vegale porotectiore 


t-war products? 


Remember, it actually costs less 
to use ARMCO Galvanized PaInTGRIP 
steel than to work with ordinary 
galvanized and acid-etch it before 
painting. And you get a better look- 
ing, longer lasting job. Many manu- 
facturers have found a decided sales 
advantage in putting a small ARMco 
PainteriP label on their products. 
Then buyers know the steel is right! 


Consider Armco Galvanized 
PainteriP steel for your products. 
The American Rolling Mill Com- 
pany, 1661 Curtis Street, Middle- 
town, Ohio 








SPECIAL-PURPOSE SHEET STEELS 
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to be levied on earnings above 
6%. But the utilities suffer from 
various technical handicaps in 
computing their taxes. It now ap. 
pears that no relief will be in 
sight until after V-J day, if then, 
However, excess profits taxes do 
have one useful function — they 
furnish an _ excellent cushion 
against any pending irregularities 
in revenues and expenses during 
reconversion. 

Summarizing, the utilities may 
look forward to gradually in- 
creasing earnings due to antici- 
pated gains in residential sales — 
subject to local and temporary ir- 
regularities resulting from indus- 
trial :reconversion. When tax re- 
lief becomes available in another 
year or so, stockholders can look 
— to more substantial bene- 

ts. 


Opportunity for Income 








(Continued from page 278) 


tures outstanding has now been 
reduced to $130,758,000, a de- 
crease of more than $33,000,000 
since the start of the current 
year. Incidentally, this issue sold 
at 12614, a new high since issu- 
ance. 


REYNOLDS METALS COMPANY 


REYNOLDS METALS BUILDING 
RICHMOND 19, VIRGINIA 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


The regular dividend of one dollar thirty-seven 
and one-half cents ($1.375) a share on the out- 
standing 514% cumulative convertible preferred 
stock has been declared for the quarter ending 
Tune 30, 1945, payable July 2, 1945, to 
holders of record at the close of business June 
15, 1945. 

A dividend of twenty-five cents (25¢) a share 
on the outstanding common stock has been de- 
clared, payable July 2, 1945, to holders of 
record at the close of business June 11, 1945. 
The transfer books will not be closed. Checks will 
be mailed by Bank of the Manhattan Company. 


PAUL R. CONWAY 
Assistant Secretary 





Dated May 28, 1945 





ELECTRIC BOAT COMPANY 


alias 





The Board of Directors has this day 
declared a dividend of twenty-five 
cents per share and a special divi- 
dend of twenty-five cents per share on 
the Capital Stock of the Company, 
payable June 9, 1945, to stockhold- 
ers of record at the close of business, 
May 28, 1945. 
Checks will be mailed by Bankers 

Trust Company, 16 Wall St., N. Y. 5, 
N. Y., Transfer Agent. 

H. G. SMITH, Treasurer 

33 Pine St., N. Y. 5, N. Y. 
May 17, 1945 
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Today’s Selected Opportu- 
nities in Backlog Industries 





(Continued from page 234) 


tween break-even and capacity 
volumes which nominally at least 
could serve as a guide to when 
companies in the industries con- 
cerned will make profits or lose 
money. For example, it would in- 
dicate that the automobile indus- 
try, if working below 55% of ca- 
pacity, would lose money. Makers 
of home refrigerators would earn 
money if working above 35% of 
capacity, sewing machine makers 
if operating above 34% of capa- 
city. Similar break-even percent- 
ages for other industries are: 
Small electric appliances 66%, 
vacuum cleaners 66%, commer- 
cial refrigerators and air condi- 
tioning 47%, oil burners 60%, 
cash registers 40%, office machin- 
ery 60%, typewriters 40%, laun- 
dry equipment 80%, wood furni- 
ture 80%, metal furniture 34%. 
These percentages however apply 
to industries rather than to indi- 
vidual companies; they are bound 
to vary among the latter, still 
they should offer at least a rough 
guide. 

In appraising reconversion po- 
tentials, the tax outlook inevit- 
ably and importantly injects itself 
as a major factor at least over 
the more immediate term. It 
raises the question whether it 
will be advantageous for a com- 
pany to reconvert quickly and fill 
the accumulated demand while 
wartime taxes still drain the 
cream off profits. In this connec- 
tion, attention is called to indus- 
tries which require little or no 
time for reconversion; in these 
flelds, the size of demand back- 


retary poss becomes especially impor- 


lant. Is the backlog small, the 
chances are that much of it can 
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be worked off before tax relief 
(after VJ-Day) becomes an actu- 
ality; under such _ conditions, 
profit potentials naturally shrink. 
Thus we find that no reconver- 
sion pause will occur in the fol- 
bowing industries: Wood furni- 
ture, photographic equipment, 
heating controls, mechanical stok- 
ers, plumbing, china ware and 
Warm air heaters; only one month 
is required for reconversion by 
he typewriter industry and the 
makers of electric water heaters; 
mly two months by the makers 
if oil burners. But in most cases, 
several months are required to 
teach capacity production. At all 
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times, the period required for ca- 
pacity output will importantly de- 
pend also on availability of mate- 
rials and manpower, apart from 
technical reconversion problems, 
thus the time needed for “all-out” 


production may well be longer 
than projected if materials supply 
lags, as for instance steel in the 
case of the automobile industry. 
Viewed solely from the tax 
angle as just discussed, industries 






































MUCH IS HEARD ABOUT THE 
“POST WAR” MARKET, BUT, 


the Problems of the Period Immediately 
Ahead Should Not Be Forgotten! 


Naturally, far-sighted investors are carefully con- 
sidering the aspects of the Post War era. But, 
the period between now and that time must be 
lived through and no doubt many of the read- 
justments to be made will be completely dis- 
counted in advance. 


It is possible the market may enter the Post War era 
at substantially lower prices than prevail at present, and 
then rally vigorously on authentic Peace News. On the 
other hand, the market may enter the Post War period 
at a high price level only to begin a long decline! 


We do not know the answer to this, but we can tabulate 
the effect of buying vs. selling as we go through this 
period. 


We factually measure the effect of 


QW ye SANG 
BONER “PRESSURE 


he forces controlling trends! 





We tabulate the price-change-volume action of all 
round-lot issues traded on the N. Y. Stock Exchange. 
This factual information, Showing which way stocks have 
been moving the easiest, is not based on what we “think” 
about the market. That is the reason many investors, 
demanding facts, like our work. 


These tabulations do not provide the perfect answer 
to the trend of the market. We know of no such infallible 
information available. But, our studies do often help 
to visualize the opportune buying and selling zones for 
those interested in buying stotcks when they are down, 
and selling them when they are up. 


Our reports are generally of interest to men who know 
something about the market and to investors who have grad- 
uated from the tip hunting class. 


We will be pleased to furnish you our latest 
report showing the present undertone condition 
of the market, as based on our time-tested indices 
and tabulations. You may find our work particu- 
larly suited to your objectives. Successful busi- 
ness does not operate on pure guesses. 


Ask for latest Report M-3. Send $1 to cover costs. 
Available to new inquirers only 


Address office nearest you 


LOWRY & MILLS 


250 Park Avenue 616 Security Bldg. 
New York 17, N. Y. Pasadena 1, Cal. 


Publishers Price-change-volume tabulations. 


Daily releases from New York, Chicago, Pasadena 















































with long reconversion periods 
have nominally at least a certain 
advantage, provided that operat- 
ing losses can be kept to a mini- 
mum by quick attainment of 
break-even volume. Such situa- 
tions are pointed out in the table. 
The longest periods to capacity 
operations are projected for auto- 
mobiles, refrigerators, domestic 
ranges, sewing machines, clocks 
and watches, pianos, printing ma- 
chinery, beverage machinery and 
commercial air conditioning and 
refrigeration equipment. All of 
these, however, need six months 
or longer to achieve break-even 
volume. But there is reason to 
believe that the operating losses 
implied by this factor can at least 
be minimized if not offset by con- 
tinuance of partial war produc- 
tion. 

Acute shortages exist today of 
virtually every type of civilian 
goods and for some time to come, 


the problem in each industry will 
be to get goods made, not to sell 
them. But continued capacity out- 
put will gradually end these 
shortages, with supplies subse- 
quently again exceeding demand. 
How long will that take? Which 
industry is likely to have the long- 
est “run” of prosperity based on 
demand backlogs? The answer is 
difficult as it requires correlation 
of the numerous factors outlined 
in the foregoing, and these in 
many instances are anything but 
clear. 

It is a safe assumption, how- 
ever, that the duration of postwar 
capacity production will vary 
greatly from one industry to an- 
other. Normally a cycle of capa- 
city output is short-lived in such 
industries as textiles and lasts 
longest in durable goods such as 
automobiles and homes. But to- 
day, special factors require con- 
sideration. One of them is exist- 
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ing demand backlogs; others are 
reconversion delays and the ex. 
tent to which demand abroad is ty 
be satisfied out of American pro. 
duction at the temporary expense 
of unsatisfied home demand. Al 
this tends to complicate the out. 
look by introducing even greater 
irregularity into the cyclical pros. 
pects, never uniform even unde 
normal conditions. 

The automobile and home build. 
ing industries can look forward to 
capacity activity for a good many 
years after reconversion but two 
or three years of full production 
of such things as textiles or 
radios could mean the end of 
shortages, after which greatly in- 
tensified competition among pro- 
ducers for a more limited market 
is to be expected. 


Based on backlog estimates and 
reconversion potentials, the fol- 
lowing industries—in the writer’s 
opinion — would appear to have 
the best prospects of a fairly long 
sustained prosperity cycle after 
the war. Leading the parade is 
the building industry; while it 
will be slow in getting under way, 
its “boom” period is likely to last 
longest provided that building 
costs can be kept within bounds. 


In the runner-up class is the 
automotive industry. Minimum 
estimates of total deferred de 
mand (as distinct from the earlier 
mentioned immediate demand) 
begin at twelve million cars and 
run considerably higher, depend- 
ent on the optimism of the indi- 
vidual estimator. What with ex- 
port potentials, at least three but 
probably five years of excellent 
business can reasonably be ex- 
pected and only a very small part 
of it under today’s onerous tax 
conditions. 


Furniture, plumbing, air condi- 
tioning and_ refrigeration an 
fields that promise equally wel 
sustained demand, the latter two 
especially in the commercial field. 
Makers of sewing machines 
should experience four to five 
years of excellent business, pro- 
vided there is no marked expan- 
sion of capacity with subsequent 
curtailment of the _ prosperity 
cycle in this field. 


The boom period will probably 
be somewhat shorter for washing} 
machines and home refrigerators; 
about three years of capacity op 
erations should readily take car4 
of accumulated demands, return 
ing these industries to more nor‘ 
mal market conditions. 
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In the field of smaller electric 
appliances, always highly compet- 
itive, a two year cycle of “all-out” 
operations is about all the writer 
can envisage at this moment. 
Even today, for example, pro- 
jected immediate demand for 
electric irons is less than 1941 
production, on a unit basis. While 
total deferred demand may be 
larger, it is not likely to come to 
more than double the immediate 
demand. 


The outlook for radio manufac- 
turers is more difficult to ap- 
praise. Projected immediate de- 
mand appears to be less than half 
of potential peak production but 
actual deferred demand should be 
far higher, perhaps in the neigh- 
borhood of 25 million sets once 
postwar improvements begin to 
exert their unquestioned appeal. 
Even such a backlog, however, 
could be worked off in little more 
than two years and competition in 
the process is likely to be keen, 
with as yet undefinable price and 
profit connotations. Some 90% of 
all U. S. families own radios and 
many possess more than one set. 
Inventories were large at the be- 
ginning of the war and there has 
been a brisk second hand market 
(913,000 families bought radios 
last year, all but 18% of them 
second hand), hence demand has 
been fairly well satisfied. Replace- 
ment business in radio tubes, 
however, promises to be brisk for 
a while. 


From the investor standpoint, 
best prospects thus seem to lie in 
the building and automotive 
fields; unfortunately a good deal 
of existing potentialities, but 
probably by no means all, have 
already been discounted by cur- 
rent prices of building supply and 
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automotive shares. The same ap- 
plies to most stocks of household 
appliance makers though here, 
too, potentialities are probably 
not fully exhausted. Shares of 
companies blanketing the field 
such as General Motors and 
Chrysler in automobiles, and Gen- 
eral Electric and Westinghouse 
Electric in electric and household 
appliances, in the long run are 
bound to fare as well as any other 
though temporarily they may be 
outdone marketwise by equities 
of smaller manufacturers. 


Virtually every automobile 
maker and most automotive parts 
companies are bound to do well 
for a number of years and for the 
stockholder to profit from their 


JUNE 9, 1945 








GEORGE HAVEN’S NEW 
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WHEN TO BUY AND SELL STOCKS 
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For complete data, write George Haven c/o 
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THE TEXAS COMPANY 


A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares 
of The Texas Company has been de- 
clared this day, payable on July 2, 
1945, to stockholders of record as shown 
by the books of the company at the close 
of business on June 8, 1945. The 
stock transfer books will remain open. 











171st Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 

















DEPT. M-3 501 TRACTION BUILDING L. H. LINDEMAN 
CINCINNATI 2, OHIO May 25, 1943 Treasurer - 
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GUIDED AT SEA BY 


“GAD Sar.. Cncased tH Brass : 


Copper and its alloys possess other basic 


For hundreds of years, the navigator has de- 
pended on the compass—his ever-shining “star 
encased in brass”. This most useful copper 
alloy is non-magnetic and does not affect the 
compass needle. 

In the ingenious gyrocompass, copper and its 
alloys, brass and bronze, play essential roles 
because of their exceptionally high electrical 
conductivity and non-magnetic properties. In 
fact, these durable metals are used in most 
nautical instruments and in many other ship- 
board applications because they are rustproof 


and highly resistant to corrosion. 


qualities, coo—toughness combined with work- 
ability, ductility and high thermal conductivity 
—properties vitally valuable to industry, in 
peace as well as in war. 

That's why, when the war is ended, many of 
the new and improved products then available 
will utilize copper, brass or bronze. And Ana- 
conda, which has produced record amounts of 
the red metal and its alloys for America at war, 
will once again deliver them for use in the 
multitude of useful things that make up our 


high standard of living. 


ANACONDA COPPER MINING COMPANY 


ANDES COPPER MINING COMPANY 
CHILE COPPER COMPANY 
= GREENE CANANEA COPPER COMPANY 


THE AMERICAN BRASS COMPANY 
ANACONDA WIRE & CABLE COMPANY 
INTERNATIONAL SMELTING AND REFINING COMPANY 


Lend More for Victory .. . Buy an Extra War Bond. 
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prosperity is a matter of invest- 
ment timing rather than selec- 
tivity, at least at the present 
stage. Studebaker and Packard, 
among the independents, may 
have greater appeal for many be- 
cause their stocks are in the 
lower-priced class, a fact which 
doesn’t detract from their more 
immediate earnings potentials 
once the postwar boom gets under 
way. The same is true of Nash- 
Kelvinator; the company’s addi- 
tional stake in the refrigerator 
field should assure record peace- 
time volume for a number of 
years. 


In the household appliance field, 
Chicago Flexible Shaft, Master 
Electric and McGraw Electric 
should participate fully in the 
available appliance business. Even 
such poor and erratic earners as 
Eureka Vacuum Cleaner and May- 
tag are likely to do well for a time 
— against heavy competition — 
but these are more radical specu- 
lations. In the radio field, Philco 
and Zenith Radio should be able 
to translate substantial volume 
into respectable earnings. Crosley 
Corporation with its growing di- 
versification should also find a 
readv-made field in radio, refrig- 





CODIMER TOLUENE 
for 100-octane for 
gasoline bombs 


the factory, on the farm. 





Still in there 





ALKYLATE BUTYLENE 
for 100-octane for synthetic 
gasoline rubber 


These Fighting Hydrocarbons that are giving our planes 
command of the skies in the Pacific—that are keeping this 
war-working nation rolling on America’s own rubber—are 
the same ingredients that will step up the performance of 
our products of peace—in the skyway, on the highway, in 


Pure Oil is making these ‘‘fighting hydrocarbons” in great 
quantities now, to help win this war. Tomorrow, Pure Oil 
will still be making them. So that, more and more, to- 
morrow and tomorrow, you can—‘“‘Be sure with Pure.” 


THE PURE OIL COMPANY, JU. S. A. 
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eration and _ other 
where large backlogs _ exist, 
Whether it can derive therefrom 
sustained satisfactory earnings is 
another question. Radio Corpora. 
tion has growth possibilities but 
until they can be translated into 
earnings and dividends against 
keen competition, the stock has 
less investor appeal than those of 
the smaller radio concerns. 

White Sewing Machine should 
benefit from the 4 to 5 year back- 
log of demand for sewing ma- 
chines. While a secondary factor 
in the field (Singer so far has 
been getting most of the cream), 
more aggressive promotional ac- 
tivities after the war should as- 
sure the company a larger share 
of available business, and it may 
make some real money, something 
the company has never done in 
the past. Needless to say, the 
stock is highly speculative. 

Perhaps one of the strongest 
stakes in both the automotive and 
household appliance fields is af- 
forded by Borg-Warner Corp., an 
outstanding example of diversifi- 
cation in the consumer durable 
goods field. Its backlog potentials 
range all the way from automo- 
bile parts to refrigerators, stoves, 
washing machines, ironers, oil 
burners, air conditioning equip- 
ment, even farm implements. 
What’s more, the company in the 
past has demonstrated its ability 
to make money under severe com- 
petitive conditions, and orders for 
the postwar already received from 
abroad are very substantial. Con- 
sidering existing potentials, the 
stock at around 43 does not look 
overpriced. 

"ANACONDA COPPE R _ co. 


25 Broadwa 
New York 4, N. a May 24, 1945. 
DIVIDEND NO. 148 
The Board of Directors of the Aanaconda 
Copper Mining Company has declared a divi- 
dend of Fifty Cents (50c) per share upon its 
Capital Stock of the par value of $50. per 
share, payable June 25, 1945, to holders of 
such shares of record at the close of busi- 
ness at 3 o’clock P.M., Me June 6, 1945. 
Cc. MORAN, Secretary. 
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WHAT BOOKS DO YOU WANT? 


We quote lowest market prices. No charge for 
nee Hard-to-Find and Out-of-Print Books, 
All books OLD or New, mailed POST-FREE, 
SEARCHLIGHT BOOK BUSINESS 
22 East I7th St., New York City 





NEW IDEA, 


The Board of Directors of NEW IDEA, 
Inc., on May 22, 1945, declared a quarterly 
cash dividend of twenty- -five cents (25c) per 
share on the Common Stock of the Company 
payable June 30, 1945 to holders of record 
at the close of business June 5, 1945. 

JOS. A. OPPENHEIM, Treasurer 
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“New Postwar Outlook for 
Communications 
Companies 





(Continued from page 257) 


is not without “interesting” 
longer-term possibilities. The 
company is now subject to a tax 
rate over 70 per cent. If it can 
hold a good part of its gain in 
gross, elimination of the excess 
profits tax might result in a siz- 
able post-war earnings gain. The 
issue, of course, is somewhat 
speculative, with considerable lev- 
erage in the capitalization. 


So much for the domestic tele- 
phone business. The telegraph 
field is a monopoly now solely in 
the hands of Western Union. That 
alone would portend tighter Fed- 
eral regulation in future than in 
the past. Unlike telephones, the 
long-term trend in gross revenue 
has been down. The figure in 1939 
was over a third less than in 
1929; and the bulk of the subse- 
quent rise (to a record high last 
year) must be considered purely 
a war-time phenomenon. There is 
very high leverage in this situa- 
tion, for the operating ratio (93.5 
for the latest year on which ade- 
quate data is available) is the 
highest of any prominent utility. 
Earnings are now high ($6.91 a 
share on the Class A stock last 
year) but have been irregular and 
so have dividends. There is no 
considerable tax cushion. Payroll 
takes about 65 per cent of reve- 
nue. 


Over the long-run there may be 
considerable economies through 
more complete mechanization of 
telegraph service, but the out- 
come of any such race with labor 
costs is conjectural. There is some 
reason to believe that competitive 
losses to long distance telephony 
have passed their peak, though 
much will depend on comparative 
future rates and general business 
conditions. Under active condi- 
tions the minimum demand for 
telegraph service is large because, 
for many business purposes, re- 
corded messages are preferred 
over voice communication. Never- 
theless, present good earnings are 
subiect to considerable decline, 
which explains the low price-earn- 
ings ratio. In the writer’s opinion, 
the stock, recently around 49, is 
not attractive. 

Because of its far-flung foreign 


interests and complicated set-up, 
International Telephone is almost 


JUNE 9, 1945 


impossible to “analyze” in any 
accurate sense of the word. A 
conscientious effort to take it 
apart would require an entire ar- 
ticle, longer than this one on the 
whole field of communication, and 
even then the conclusions would 
have to be qualified. About 70 per 
cent of assets are in telephone op- 
erating units, 20 per cent in 
manufacturing plants which are 
mainly in England, the U. S. and 
South America, though there are 
some important plants in Europe 
whose potentialities are presently 
indeterminate. The largest in- 
vestment is in Argentina. 

So far the I. T. & T. has been 


fortunate in the matter of pulling 
chestnuts out of the fire. For in- 
stance, it sold its Roumanian 
properties in 1941 for $13,655,000, 
when cash was much needed. Re- 
cently it sold its Spanish proper- 
ties to the Spanish Government 
tor $88,000,000, getting $20,000,- 
000 in cash, the balance in notes. 
This deal promises to permit sub- 
stantial debt reduction for I. T. & 
T. It has been the biggest factor 
behind the recent sharp advance 
in the stock — yet how bullish it 
ought to be is a matter of per- 
spective. The primary purpose be- 
hind the Spanish investment was 
to operate telephones in Spain and 








military and essential travel. . 


in the past. 





ttiawathi 


A name rich in folk lore 
lives on in the war record 


of a fleet of great trains. 


The Milwaukee Road’s HiawaTHAs are on 
the warpath. Every day these Speedliners 
transport thousands of passengers . . . speed 
. contribute 
substantially to Victory. %* Only ten years ago 
on May 29th, 1935, the original HiawaTHa 
made its initial run between Chicago-Mil- 


waukee-St. Paul-Minneapolis. This Speed- 
liner was the forerunner of a series of trains 
unique in type. Before the war HiawaTHa 
service had been steadily improved, amplified 
and extended by popular demand. * With 
the return of peace The Milwaukee Road’s 


passenger service will be further modernized 
and augmented to serve you even better than 
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get continuous profits therefrom. 
This has had to be abandoned. 

The things most vital to I. T. & 
T. now are telephone operating 
profits from Latin-America (es- 
pecially Argentina); and profits 
from manufacture. The outlook 
for both appears reasonably fav- 
orable at present, but not without 
uncertainties and imponderables. 
Will the Argentine Government 
some day take over the properties 
in that country and pay a fair 
price for them? Nobody knows. 
That’s the sort of thing meant 
when we said this stock was al- 
most impossible to “analyze.” You 
can take it on faith (or a hunch), 
or leave it alone. It is plenty spec- 
ulative. It does not look cheap on 
past earnings or on earnings 
probabilities of the next several 
years. 

At recent price of 1134, Amer- 
ican Cable & Radio is high in 
ratio to war-inflated earnings of 
63 cents a share and even more so 
on peacetime potentials. Recent 
volume has been about 60 per cent 
for the Government. The company 
faces cable competition from 
Western Union and radio compe- 
tition from Radio Corp., also a 
certain amount of radio and cable 
competition from International 
Telephone in some areas. There 
have been tentative proposals for 
a merger-monopoly of all U. S. 
international communications fa- 
cilities. The idea is favored by 
some agencies of the Government, 
opposed by others. For the pres- 
ent the nays—topped by the State 
Department—seem to have it. The 
stock is unattractive. 

At present probably close to 
three-quarters of the revenue of 
Radio Corporation derives from 
manufacturing, perhaps a fifth 
from broadcasting, around one- 
twentieth from communications. 
The percentages are abnormal, re- 
flecting swollen output of war 
equipment. In 1939, for instance, 
manufacturing accounted for 
50.74 per cent of gross, broad- 
casting for 36.84 per cent, com- 
munications for 7.90 per cent. No 
comparable breakdown of profits 
is available, but communications, 
obviously, can provide only a 
small proportion of them; and 
there is reason to believe that in 
peacetime the National Broad- 
casting Company probably ac- 


UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A dividend of 75 cents per share has been de- 
clared on the Common Stock of said Company, 
payable July 2, 1945 to stockholders of record at 
3 P.M. on June 14, 1945. 

C. H. McHENRY, Secretary 








counts for a larger percentage of 
profits than of gross. For in- 
stance, judging by the operating 
data of the Columbia Broadcast- 
ing Company, a successful broad- 
casting chain appears to yield 
much higher return on the invest- 
ment than can manufacture in 
the (normally) very competitive 
radio-electronic field. 

When messages can be flashed 
anywhere by radio, without trans- 
mission lines, cables and _ tele- 
graph would seem—to this writer 
—to be economic anachronisms. 
R. C. A. formerly had a domestic 
radio-telegraph system linking 12 
key cities but it was closed in 
1942 by Government order. 
Whether the company will in fu- 
ture compete in any big way for 
domestic telegraph business is 
problematical, for the question of 
competition versus monopoly in 
the communications field is a 
matter of Government policy, and 
the policy is not yet too clearly 
defined. 

Radio common is, of course, a 
speculative stock; and the equity 
capitalization is too big to permit 
large per-share profits. At present 
price around 12, the issue is no 
bargain. 








As I See It! 





(Continued from page 229) 


sia, that we must in self-in. 
terest collaborate with Britain 
and take part in the balance-of- 
power struggle now being waged 
on the continent. It would serve 
us both in our relations with Brit. 
ain and in our dealings with Rus. 
sia. It would help to set up a 
highly essential security sphere 
for us in that part of the world 
and bring economic and political 
advantages of importance to this 
hemisphere. 

As far as Germany is con- 
cerned, we can expect that Russia 
will do everything she can to shut 
us out, as the moves she has al- 
ready made clearly indicate that 
she intends to turn to her own 
advantage the high administra- 
tive and technical skills which 
the Germans possess to a greater 
degree than any other country in 
Europe, outside of Britain. And, 
as I have said before, there is a 
natural affinity between Fascism 
and Communism. Both have the 
same totalitarian set-ups — one 

(Please turn to page 290) 





War Bonds. 





7" WAR LOAN 


Our purchases of War Bonds 
backed our Armed Forces in 


the defeat of Germany. 


We will back our Armed 
Forces in the defeat of Japan 


by purchasing MORE 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
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Around the World 


(Continued from page 247) 

When the British army occu- 
pied Greece last fall, it found the 
drachma practically valueless and 
business reduced to crude barter. 
The gold sovereign, which before 
the war sold at about 1,000 drach- 
mas, reached early in November 
an astronomical figure of about 
244 quintillion drachmas. There 
was nothing else to do but to re- 
place the old drachmas by a new 
currency, and this a team of Brit- 
ish experts under Sir David 
Waley proceeded to carry out. The 
exchange value of the new drach- 
ma was fixed at 50 billion of old 
drachmas, or 600 to the pound 
sterling, or 150 to the dollar. 

Since Greek resources in Lon- 
don were estimated at about $175 
million (the Greek gold reserve 
was carted away by the Germans) 
and since the total issue of new 
drachmas was the equivalent of 
about $40 million, it was thought 
that with such a coverage the new 
currency would have a_ good 
chance. But the short-lived civil 
war in January dealt it a blow 
which may yet prove fatal. While 
the EAM and the British were 
fighting in Athens, imports of 
goods from overseas practically 
stopped for a number of critical 
weeks, creating a shortage almost 
as acute as that existing during the 
German occupation. A new flight 
into commodities took place, with 
prices once more rising extrava- 
gantly, but this time in the terms 
of new drachmas. The British 
rushed in goods and gold to arrest 
the formation of a new infla- 
tionary spiral, but as has been 
learned from a recent Athens dis- 
patch to The New York Times, 
their efforts have not been very 
successful. The dollar is again sell- 
ing at about 10,000 new drachmas 
on the black market, as against 
the official rate of 150 drachmas. 
The few available consumers’ 
goods are selling at fantastic 
prices and no real effort is being 
made to hold them down. Shop- 
keepers are interested in selling 
onlv for dollar and pounds; wages 
and costs are rising fast. 


What will happen to the new 
Greek currency is difficult to tell 
at this point. The crisis is appar- 
ently psychological rather than 
finaneial, for the new currency is 
fully backed bv the pound sterling 
balances in London. What has 
happened apparently is that the 
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purchasing power represented by 
the new outstanding drachmas is, 
even after elimination of the pur- 
chasing power represented by 
bank deposits, still too large for 
the existing supply of goods. Thus 
the future of the new drachma 
seems to be definitely dependent 
upon imports and the restoration 
of production. 
* eS * 


The recent flotation of the ini- 
tial working capital shares of the 
West Driefontain Gold Mining 
Company in South Africa is said 
to be the first public financing by 
any non-essential industry in Lon- 
don since 1939. The gold fields for 
which the new capital is being 
provided are located in the West 
Rand area; the existence of the 
gold-bearing reefs was confirmed 
there already before the war, and 
the property should prove one of 
- best that the Transvaal can 
offer. 


Despite serious shortage of 
labor and equipment, gold mining 
activity in South Africa has been 
maintained at a fairly high level 
compared with gold mining here 
or in Canada. In 1944, the value 
of the gold output was $432 mil- 
lion, as compared with the 1941 
peak production of $504 million. 
However, the development of new 
mines for which steel and equip- 
ment were needed in large quan- 
tities, has been at a standstill. 
In the meantime the ore reserves 
of older mines are being either 
exhausted or reduced. A number 
of mines have already closed and 
a few others have given notice 
that they will have to suspend 
operations. 

Costs have risen for several 
reasons. The mines have to rely 





MARTIN-PARRY 
CORPORATION 
DIVIDEND NOTICE 


The Board of Directors has authorized a dividend 
of fifteen cents (15c) on the Capital Stock of 
the Corporation, payable July 2, 1945, to stock- 
holders of record at the close of business June 


20, 1945. 
T. RUSS HILL, President 





Exide 


BATTERIES 





THE ELECTRIC STORAGE BATTERY 
COMPANY 


179th Consecutive 
Quarterly Dividend 
The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of fifty cents ($.50) per share 
on the Common Stock, payable June 30, 
1945, to stockholders of record at the 
close of business on June 11, 1945. 
Checks will be mailed 
H. C. ALLAN, 


Secretary and Treasurer 
Philadelphia 32, Jume 1, 1945 


Beneficial 


Industrial Loan 
Corporation 
DIVIDEND NOTICE 
Dividends have been declared by 


the Board of Directors, as follows: 
PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 
62!/.¢ per share 


(for quarterly period ending June 30, 1945) 








COMMON STOCK 
30c per share 
Both dividends are payable June 


30, 1945 to stockholders of record 
at close of business June 15, 1945. 


PuHitip KapPINASs 


June 1, 1945 Treasurer 

















| The Chesapeake and Ohio Railway Co. 


A dividend for the second quarter of 1945 of seventy-five 
cents per share on $25 par common stock will be paid 
July 2, 1945, to stockholders of record at close of business 


June 2, 1945. 


June 2, 1945. 





A special dividend payable in common stock of The 
Pittston Company at the rate of one share of Pittston 
common for each forty shares of $25 par common stock of 
The Chesapeake and Ohio Railway Company held will 
likewise be paid July 2, 1945, to stockholders of record 


Transfer books will not close. 


H. F. LOHMEYER, Secretary 
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EXCEPTIONAL 
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‘to Purchase this 
Great Neck, Long island 





OPPORTUNITY 





| Estate-at a Remarkably 





ing room — with huge fireplace. 


diate sale — $80,000. 





LO <-A-¥:' 1 0 8 


“The Showplace of Long Island’”—Kings Point, 
Great Neck, where complete privacy is assured. 
35 minutes commuting time to Penn Station, 
¥% hr. by car over perfect scenic-beautiful roads. 


DESCRIPTION 


10 acres, beautifully landscaped, woodland; 
2% acres in broad lawns, gardens and im- 
ported shrubbery, flower and vegetable gar- 
dens. 20-room house of hollow tile, red tiled 
roof, completely insulated, indirect heating 
(oil), intercommunicating telephone. 5-fami- 
ly bedrooms with fire places and tile bath- 
rooms, 4 servant bedrooms. Solarium and 
Loggia. Canvassed walls, panelled library, 
study, dining room, breakfast room, and liv- 


Also 4-car garage, greenhouse, gardener’s cot- 
tage. Complete 7-room beautiful studio apart- 
ment above barn — all in perfect condition. 


Only 4 servants required—one gardener, and 
summer assistant. Original cost of estate sev- 
eral hundred thousand dollars — for imme- 


Attractive 
Price $80,000 


For Immediate Sale 








CIs e) 


See: Kellie Smith 
at Edgar Storms 
1 South Middle 

Neck Road 
Great Neck, L. 1. 


or Write 
Immediately 








on high-priced domestic mining 
supplies and wages are also ris- 
ing. The profit margin of the 
mines working low-grade ores has 
become so low that the South 
African Government agreed some 
time ago that the financing of 
native wage increases should be 
made (retroactive to April 1944) 
out of the so called realization 
tax. This tax, really a war tax 
on the gold mining industry, has 
been collected since September 
1940 and amounts to about 22 
per cent of the London gold price 
of 168 shillings per ounce. 

With the end of the European 
war at hand, many white and 
native workers will be released by 
the greatly expanded manufactur- 
ing industries to which they 
drifted during the war. Employ- 
ment will have to be provided for 
them, but since the high oper- 
ating costs are very likely going 
to stay, it will be profitable to 
work only higher-grade gold de- 
posits. Hence the Government is 
anxious to develop new areas with 
better grade ore. Among the most 
promising are the Far West Rand, 
the Far East Rand and the 
Orange Free State properties. It 
is estimated that about £80 mil- 
lion will be required to bring some 
of these new areas into produc- 
tion, but before more new capital 
is invested in the Union, some re- 
lief in the war-time tax burden 
will be necessary. 
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from the top down, and the other 
from the bottom up—with the 
same ruthlessness in empire 
building. 

Russian attack on our treat- 
ment of the Nazi leaders is purely 
a political manoeuver to place us 
in a wrong position before the 
peoples of the world to whom the 
truth is inaccessible—for the 
Moscow-created German Provi- 
sional Government contains the 
same type of war criminals that 
are to be found among the offi- 
cers held by the Allies. We can 
expect that this situation will be 
brought into the open. 


The Near East—The Far East 


The basic differences in West- 
ern Europe are only a part of the 
story. To round it out I shall in- 
clude the new danger area in the 
Near East now coming to a head, 
even if I touch upon it only ever 
so lightly. Here Russia’s imper- 
ialistic ambitions bring her into 
conflict with the British aims to 
preserve the Empire lifeline in 
the Mediterranean. First there is 
Trieste without whicl: Russian 
control of Southeastern Europe 
cannot be solidified, and next the 
Dardanelles with its great stra- 
tegic value, with every possibility 


THE 





that the passing of control to 
Russia would greatly endanger [| 
the British Empire and weaken 
her position all around the world. 
But that is not all. It would enable 
Russia to put such strong pres- 
sure on France as to force her 
into the Russian orbit. Together 
it would greatly affect our own 
interests in the Mediterranean as 
well as our plans for hemisphere 
defense. 


The newest outbreak in Syria 
and Lebanon further complicates 
the situation. A glance at the map 
will show why Britain views this 
matter so seriously and has taken 
drastic steps to intervene in the 
interest of the security of the 
whole Middle East. In fact, the 
situation is of world importance 
because Russian intrigue has 
taken the place of Nazi intrigue 
in that territory. Today there ex- 
ists a very strong Communist 
Arab element. It was to support 
this movement and set the tide 
against Britain that Russia came 
out for freedom of the colonial 
peoples. It fits in directly with her 
interest in Turkey, Iraq — and 
India! 

And there can be another pur- 
pose,—for a serious situation in 
this part of the world would 
greatly endanger our supply route 
to the Pacific and slow down the 
campaign against Japan. This 
would serve Russia well as she is 
unlikely to be ready for military 
action in the Far East until some- 
time late this year. In recent days 
the success of the Chinese armies 
and the evident withdrawal of the 
Japanese forces northward has 
created a situation where a possi- 
bility exists that China may be in 
a position to enter the contest 
for Manchuria—the coveted prize 
Russia has believed would fall to 
her easily as a result of our vic- 
tory over Japan. It now appears 
that Russia is getting ready to 
fight for it. 


It is a great pity that we 
should be facing such a critical 
situation at this time. There is 
room for all of us. Collaboration 
would bring peace and plenty to 
the whole world, and it seems 
that instead of being realistic, 
Russia is merely cynical. It makes 
the task a very difficult one for 
us, and the cost will be great in- 
deed, for it will fall upon us to 
build the better world. In this 
way only can we meet Russian 
opportunism, for the economic ad- 

(Please turn to page 292) 
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Have The Forecast Work With You 
To Capitalize on Coming Volatile Markets 








Geared To Today’s Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit : 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term profit. Average price under 10. 


Recommendations for Income and Profit. . . 
Common stocks, preferred stocks and bonds 
. . « for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building . . . 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. Average price under 20. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy ... and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed . . . when to be entirely 
liquid. 

Market Forecasts . . . Every week we review 
and forecast the market, giving you our con- 
clusions as to its indicated trends. Dow Theory 
Interpretations are included for comparison. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail... To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time... by wire 
and by mail. 

Added Services .. . 

Business Service . . . Weekly review and fore- 


cast of vital happenings as they govern the 











HROUGHOUT the months ahead, we look for- 

| ward to serving you . . . to having you conduct 
met wn through our definite and continuous counsel, a care- 
Givissaretavicy fully arranged program for market profits . . . and 


gradually establish an investment backlog of securities for growth of 














your income and capital. 


You will be advised in timing your commitments . . . in knowing what 
and when to buy and when to sell . . . when to contract or expand 
your position as we gauge important turning points and market move- 
ments. Further, you will be welcome to our extensive consultation 


service to keep your holdings on a sound and profitable basis. 


93's Points Profit to Date This Year 


In this—our 27th year—we are gratified that the new lower-priced 
Forecast . . . announced 30 months ago . . . is guiding more and more 
investors like yourself throughout the country. We are proud of . . . 


1. Its 1600°% increase in clientele, You would be a 
member, as far as we can ascertain, of the fastest 
growing security advisory service in the country. 


N 


Its high percentage of subscribers who renew, We 
want to serve you so you will make The Forecast 
a permanent part of your investment program. 


3. Its outstanding record of profit. Every program 
shows good profits for the year... a record we 
feel we can maintain and improve. 


There is no service in its field more devoted to your interests . . . 
better adapted to today’s rapidly changing conditions . . . than The 
Forecast, It is a source of counsel to which you can turn continuously 
.. . for your protection and profit. 


You are invited to take advantage of our Special Enrollment Offer 
which provides FREE Service to July 15th. Mail the coupon below 























outlook for business and individual industries. soe today. 
Washington Letter . . . “Ahead-of-the-news” 
pig sd a — our special correspondent 
on legislative and political developments weigh- 
Gee Wek ch ticle oe oe ae = oe SE TO mY eh ere : 
and securities. | 6-9 
| THE INVESTMENT AND BUSINESS FORECAST l 
| of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. | 
° , | I enclose [) $45 for 6 months’ subscription; [) $75 for a year’s subscription. | 
Special Offer! | (Service to start at once but date from July 15, 1945) 
| Special Mail pee on goons C7 $3.00 o ——— me Pagan + of | 
: ib: s, ; ! important mar urni i aria 
MONTHS’ = ae in 0. % ad Comaae. P nm wun to buy and when to sell. | 
6 SERVICE $45 | te on we. OO $3.50 six months; | 
| | 
MONTHS? ame 
12 SERVICE $75 | | 
| Address | 
Complete service will start at | Ci S 
ty State | 
once but date from July 15th. . : ; : 

a a at List to 12 of your secursties fer our 
Subscrip ttons to The Forecast | = _ Pn nf My aioe 5 lle Sl A oduleae repert. | 
are deductible for tax purposes. jesse 7 
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Last Minute 
Answers To 
Inquiries 




















Philco Corp. 

Philco has been recommended to me as a 
stock with good growth prospects. I would 
appreciate recewing late information in re- 
gard to this company. 

. —D. F., Des Moines, Iowa 

Reporting on operations last 
year, the annual statement re- 
cently released, disclosed an in- 
crease of 31 per cent in 1944 in 
sales to $152,933,250 after volun- 
tary price reductions of $17,917,- 
736 on Army and Navy work from 
sales of $116,375,598 in 1943. 

The corporation’s net income 
for the year after all taxes and 
charges was $3,938,455 or $2.87 
a share, compared with $3,573,569 
or $2.60 a share for 1943. 

Renegotiation conferences have 
been held for 1944 with the Price 
Adjustment Board of the Navy 
Department, and earnings as re- 
ported reflect provision for final 
renegotiation of income for the 
year. 

The company, a leading pro- 
ducer of airborne radar equip- 
ment, said that in 1944 it “com- 
pleted more research and devel- 
opment work and produced far 
more equipment than in any pre- 
vious year.” 

Philco has just completed the 
world’s first, multiple relay tele- 
vision network, which links Wash- 
ington, D. C., with Philadelphia 
for television programs. Designed 
and built by Philco engineers, this 
network, the company said, proves 
that transmission of a television 
picture over long distances by a 
series of wireless relays is prac- 
tical. When the Federal Commu- 
nications Commission issues final 
decisions as to television, Philco 
plans to be ready to offer moder- 
ately priced television receiving 
sets to the public within a few 
months after the war. 

The consolidated balance sheet 
of the corporation and its wholly 
owned domestic subsidiaries 
shows current assets on December 
31st, last of $55,484,037 and cur- 
rent liabilities of $39,288,363 com- 
pared with $51,243,341 and $36,- 
970,507 respectively, at the end of 
1948, reflecting an increase in 
working capital to $16,195,000 
from $14,272,800. 

This company has expanded 
greatly in sales volume and pros- 
pects continue favorable for fu- 
ture growth. 


292 


Need for Conservative 
Investment Policy 

T am a widow with a daughter 16 years 
old who will be graduated from high school 
next June 1946. It is the desire of my life 
to send her away to school for a commer- 
cial art course. In order to do this I must 
get the very most out of my money. I am 
so in need of expert advice at this time. I 
have been a subscriber for several years. I 
would not be without your advice. 

I am 53 years old, in fair health, I bake 
cakes for a living, but this ts very irregular 
income. I own my own home which 1s 
worth about $5,000 and I have an income 
from stocks and other sources of about 

per year, my taxes are paid for the 
next 10 years by an assurance policy I took 
out when my husband died. I have twelve 
$1,000 Series “E” bonds, $1,000 Federal 
savings, 50 shares General Baking Common 
83%, 25 Studebaker Common 17%, 12 Gen- 
eral Motors 4814, 10 International Tel. & 
Tel. Common, 10 Zonite 277%. Radio Com- 
mon I have $2,000 to invest at this time. I 
am fully aware of a certain degree of risk 
I must take when I invest in stocks—this 
is not anything new to me as I have dealt 
in stocks for over 30 years, and I am thor- 
oughly familiar with the variations of the 
market. 

I have talked to my banker, broker and 
lawyer and find that they know a very little 
more or as much as I do about stocks. I 
am unwilling at this time to follow my own 
selection of stocks and I would feel much 
safer if I had your expert advice. I have 
the greatest respect for your opinion and I 
read every word of your magazine. May I 
please hear from you soon. 

—Mrs. E. W., Quincy, Ill. 


We have given careful consider- 
ation to your very interesting let- 
ter. Your desire to furnish your 
daughter with a commercial art 
education is commendable. 

We would like to help you 
achieve your laudable aims, but 
the stock market is currently sell- 
ing at the highest level in years 
and there are so many uncertain- 
ties prevailing, prudence would 
counsel a conservative attitude 
for one in no position to assume 
great risks. 

We have reyiewed your stock 
holdings and our recommenda- 
tions are that you sell them all for 
the following reasons: 

General Baking is selling at a 
rather high price earnings ratio 
for a speculative stock and the 
bread industry faces intense com- 
petition in normal peace times. 
Studebaker, General Motors, In- 
ternational Tel. & Tel., Zonite and 
Radio are common-stocks with 
favorable post-war prospects, 
however, these stocks have en- 
joyed a substantial advance and 
at current high prices, liberally 
discount future prospects for im- 
provement in earnings. In a spec- 
ulative market like the present 
one, they may go higher, but they 
are also vulnerable to a reversal 
of outlook. Accordingly the safe, 
sound procedure for a person in 





your circumstances, is to make 
sure of your profits by cashing 
them in. The proceeds from these 
stocks and the cash funds you 
have available, we recommend in- 
vesting in U. S. War Bonds Series 
“G.”” The Government pays inter- 
est semi-annually on this issue at 
the rate of 214% a year, so that 
you will be receiving a current in- 
come from this investment. 


At some future date, when high 
grade equities like American Tel. 
& Tel., Consolidated Edison, Gen- 
eral Motors and others represent- 
ing participation in the foremost 
companies in basic industries, are 
available at substantially lower 
levels; then would be the best 
time to make security invest- 
ments. Proper timing requires a 
good deal of patience. 
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vantages which we have to offer 
will be accompanied by freedom 
and justice for the individual. 


We have established a charac- 
ter for constructive building and 
for raising the standard of living 
at home and abroad—a character 
with which Russia cannot com- 
pete. And we must press this 
truth home to the peoples of the 
world, using our work in the Phil- 
ippines as an exhibit of our in- 
tentions. In contrast, loss of poli- 
tical liberty, a lower standard of 
living and slavery have followed 
in the wake of Russian occupa- 
tion. More and more Russia 1s 
growing reactionary and moving 
away from liberalism, — despite 
her claims to the contrary. It is 
up to us to make her change her 
mind, because the dream of One 
World under Russian control is 
only an illusion—a flimsy edifice 
that will crumble with the first 
violent storm. 


Before us lies a great oppor- 
tunity—the opportunity to bring 
in both a spiritual and material 
regeneration of mankind. We 
must take that leadership, for the 
raising of human standards all 
over the world is the only prac- 
tical bulwark against future diffi- 
culties. Having spent such vast 
sums to destroy tyranny, we must 
gladly dig down into our pockets 
to insure the peace which will 
mean freedom and prosperity,— 
not only for this country, but for 
the whole world of suffering man- 
kind. 
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An Invitation | 


& to Investors with Y 
$20,000 or more | 


Without obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 
This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues with reasons for selling. 


This offer is made to responsibie investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to their 
personal holdings and objectives. We shall 
quote an exact fee for annual supervision of 
your account and tell you our qualifications for 
serving you. 

The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advan- 
tage of this invitation: 

From California—‘In ali my experience as an ex- 
ecutive secretary for twenty years I have never run 


across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts—‘Your preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.” A. M. 


From Nebraska—''I wish to thank you for your re- 
pert. You covered the subject throughly.” G. V. 


From New York—''T am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I 







INVESTMENT MAN& 


A Division of Th 


90 Broad Street 


} 






thank you. I had not contemplated that you would 
make such a really admirable report regarding my 
portfolio.” H. A. 


From Obio—'Thank you for your immediate reply, 
including a preliminary analysis of my portfolio. I 
can honestly say that I am impressed by this report.’’ 
D. B. H. 


From Oklahoma—‘Your Preliminary Analysis re- 
ceived and it seems to be what I am looking for. I 
am going to take this service and I intend to follow 
it OA. 


From Pennsylvania—‘Your Preliminary Analysis of 
my inventory of capital investments received. I wish 
to thank you for presenting it in such an excellent 
and comprehensive manner.” N. J. 


From Texas—'I am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T. 


From Virginia—'I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and 
painstaking manner which pleases me very much. I 
recognize the soundness of your reasoning and of 
the suggestions made.” F. W. 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes. State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you in any way to en- 
roll—but under today’s manpower conditions it 
is not Open to mere curiosity seekers. 


EMENT SERVICE 
te of Wall Street 
New York 4, N. Y. 
































Enjoy that Bright Morning Taste Today! 


.7 OU LL take to the Bright Morning Taste of the peak of pre-war quality. Ask for it today. 


SCHENLEY Reserve with your first cool sip —_——_——. 
of a SCHENLEY-and-Soda. Every drop is at They also serve who BUY and HOLD War Bonds 
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BLENDED WHISKEY 86 PROOF. 60% GRAIN NEUTRAL SPIRITS. SCHENLEY DISTILLERS CORP., N. Y. C. 








